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EXECUTIVE SUMMARY

The objectives of this study were to assess the cotton qudity and grading systems in Egypt and to
recommend improvements.

Findings:

« High-qudity cotton has some measurable characteristics, some un-measuregble characteristics.
Quality aso depends upon the absence of trash and contaminants.

« Foreign spinners consider Egyptian cotton to have excdlent soinning qudities, but they warn
that the presence of contaminants, especidly synthetic fibers, endanger this good reputation.

«  Foreign spinners prefer asmple, numeric grading system for Egyptian cotton.

«  Other countries that produce EL S cotton have much smpler grading terminology and much
fewer grades.

« By the 1990's the grades actudly received by the lint cotton produced in Egypt had collapsed
into anarrow range. Thiswas due to the nationalization of production and marketing systems
and the subsequent lack of attention to quality and to the incentives needed to produce quaity
cotton.

« Thecollapse of grades over timeimpliesthat dl of the cotton is put 'in the same sack.” thus, the
good cotton is mixed with the poor cotton, which lowers the overdl spinning vaue of the cotton.

« Thepremiums pad for high grades of seed cotton in Egypt have, for many years, been small,
and the pendlties for poor cotton have aso been smadl, thus providing smal incentivesto
produce and trade high-quality cotton.

« The current campaigns by the GOE to diminate contaminants are hepful but have not diminated
contamination. These campaigns must be coupled with better market price premiums for clean
cotton and market penalties for contamination.

« Many private seed cotton buyersin the 1998-99 season were avoiding low-vaue cotton.
Continuation of this practice will widen the qudity price premiums.

« Thelarge number of cotton producersin Egypt complicates the problems of the MALR in
extension efforts to train producers in improved production and marketing techniques.

« It gppearsthat CATGO is undergtaffed and its cotton classers are overburdened by volume
and, hence, lack sufficient time to do the best possible job of grading, particularly at the sdes
rings.

« CATGO now performsHVI testson dl lots of lint cotton.

« Ginnerslack theflexibility to increase thar profits by improving the qudity of cotton in ginning.

« The GOE has recently ordered the ingtdlation of trash analyzers at gins,

« Thetraditiond farfarra methods of blending cotton for export may be adding, instead of
removing, contamination.

« Repressang of baesfor export a Alexandriais becoming expendve, but dternatives are being
found, such as more sdlective buying of seed cotton and seed cotton blending, and baing for
export a the gins.

« Mos peoplein the trade fed thet free markets and free market pricing will improve qudity price



premiums and hence will improve cotton qudity.

Recommendations:

To improve cotton quality, the GOE should continue to play its critica rolein breeding, seed
certification and production, grading, and ingpections a sdesrings and gins.

The GOE needsto play alarger role in the future in providing timely market information to
producers, traders and exporters.

The Egyptian cotton grading system should be smplified.

Exporters should consider supplementing the grading system by providing buyers with reliable,
sandardized, HVI results.

CATGO should distribute the results of HVI tests on the current cotton crop aswidely and
quickly as possible during the marketing season.

CATGO graders need to spend more time grading seed cotton. Thiswill result in more
accurate grading and will impress upon farmers the importance of qudity.

The GOE should sugtain and enhance its campaigns with producers at sdesrings and at ginsto
control contamination in cotton.

The GOE should attempt to remove synthetic sacks from the agriculturd scene to keep
synthetic fibers from contaminating the cotton.

The MALR should expand its extension efforts to educate producers in production, harvesting,
post-harvest handling, and marketing techniques that improve cotton quality.

The MALR should continue its efforts to improve seed qudity through the expansion of seed
delinting and trestment, through continued reduction in the number of varieties grown, and
increases in bonuses paid to producers for seed multiplication.

The GOE should congider offering a specid bonus for the production of planting seed from the
fird picking.

Gins should increase efforts to clean seed cotton with manua methods and should supplement
manua cleaning of seed cotton with new mechanicd technology to reduce contamination prior
to ginning.

The GOE should continue moving toward free markets and privatization of publicly owned
companiesin the cotton subsector. This includes trading, ginning, Spinning, weaving and reedy-
made garment firms. Quidity premiums at the spinning and weaving leve will result in higher
quality premiums for seed cotton.

The GOE should make a commitment to stop setting ginning charges once the privatization of
ginsis complete.

In the long run, the price premiums for grades, and differentias between varieties, should be set
in afree, competitive market, not by the Government.



1. INTRODUCTION

1.1  Background

Cotton subsector participants often state that the quality of Egyptian cotton has deteriorated over
time. A variety of causes are mentioned. The views differ depending upon the participant.

Some claim that the grading system has deteriorated under the supervison of CATGO. Itis
sometimes stated that the graders, or cotton classers, are poorly trained, or that they are not aswell
experienced as those in some bygone era. Some say that the need for grading every sack of seed
cotton is an overwhelming task and clogs the syslem. Others report that the bulk of the cotton that
isexported isat alow grade.

Some say that the grading system, including the number of grades and the terminology is far too
complex and also may overwhelm the sysem. Others blame the current problems on the
nationdization of the cotton subsector that began in about 1962-63 and contend that al will be well
as soon as the entire subsector again becomes afree market.  Perhaps liberaization will solve dl
the problems of the subsector but in caseit doesn't, or if liberdization is severd years fill in coming,
then what can the GOE do in the mean time to help to preserve, maintain, and improve the
internationd reputation of Egyptian cotton?.

Regardless of the speed or find outcome of liberdization of the cotton markets, the GOE will
continue to have an impact on the cotton subsector. The MALR will continue to play alargerolein
cotton breeding. All cotton producing countries, even those that are consdered to have a
completely free market, have regulations about seed production and the varieties that can be
planted. Most governments aso operate the grading and testing organizations, they provide officid
gatistics on the crop, and they operate the market news services.  The entire Egyptian cotton
subsector will only operate well when  the public sector and the private sector are each making their
unique and valuable contributions.

1.2  Objectives

This report presents the results of a special study conducted jointly by APRP/MVE and CSPP to
examine cotton quality and grading. The objectives of the study were to diagnose the cotton
grading system and to determine if the quaity of cotton produced in Egypt had declined over time,
and if so, hasiit been due to current Egyptian grading procedures, or other aspects of the marketing
mechanism. The study aso required a comparison of the grading system in Egypt with that used in
other countries producing EL S cotton. The objectives of the study included:

a Examine data on the quality of Egyptian cotton over an extended period,

b. Conduct interviews with foreign importers of Egyptian cotton to get their gppraisas of the
quality of Egyptian cotton and the Egyptian grading system,

C. Interview domestic traders, gin managers, spinners, and weavers to obtain their gppraisas



of the qudity of Egyptian cotton and their opinion of the cotton grading system,

d. Submit recommendations on how to improve the Egyptian cotton grading system or the
marketing system to improve the quality of Egyptian cotton.

1.3  Study Procedures

To gain information for this study, the study team conducted interviews and gathered data from a
large number of domestic participants in the cotton subsector. The team made visits to producers,
sdesrings, gins, spinning mills, weaving mills, to private and public traders and to government
officias concerned with the subsector (See Annex | for alist of thoseinterviewed). Datawere dso
gathered from public sources, particularly CATGO, ALCOTEXA, and MALR.

A magor assgnment in this sudy was to interview foreign importers of Egyptian cotton.  The sample
included some thirty mills using Egyptian cotton in various markets including Japan, East Asa, and
Europe. Theseinterviews were conducted to learn of their appraisas of the spinnability of

Egyptian cotton, their opinions regarding the Egyptian grading system, and regarding the pricing of
Egyptian cotton, particularly on the price differentias between grades (See Annex |1 for the
questionnaire used for this assgnment, and Annex 111 for alist of foreign spinners who responded to
this questionnaire and annex IV for asummary of the responses).

An additional mgor assignment was an examination of the grading systems now being used in other
magor ELS producing countries. This assgnment was intended to provide lessons for the
improvement of the Egyptian sysem. A summary of these results is presented in Annex VII.



2.COTTON QUALITY

What is meant by cotton quaity? Cotton has vaue because it can be spun into yarn, which can be
woven into fabric, which in turn can be made into clothing. High quality lint cotton isthat cotton
which will produce high quaity yarn, fabric, and high quaity consumer products.

High quality cotton lint can be described as having a number of physical properties. Some of these
properties are measurable while others are not. High qudlity lint cotton aso implies the absence of
certain harmful substances.

21 Measurable Properties

The desirable measurable properties of high quaity EL S cotton include the following items: long
daple length, uniformity in length of the fibers, fiber strength, fineness, maturity, and dadticity, (or
elongation) and for some cottons also the color. Egyptian cotton has a particularly good reputation
in regard to fiber length and strength. The foreign spinners interviewed for this sudy generdly gave
Egyptian cotton high marks in regard to qudity (Annex I11). "The spinnability of Egyptian cotton is
congdered excdlent. Itsfeatures areits strength and lustrous fiber, smooth running on the
machines"” Egyptian cotton aso has a reputation with foreign spinners for its homogeneity.

Fiber length, which is perhaps the most well known property of cotton lint, is measured in inches or
millimeters.  ELSint is defined as that cotton with a minimum length of 1-3/8 inchesand LS hasa
staple length at least 1-1/4 inches. Egypt aso produces MLS cotton that measures at least 1-1/8
inches.

Egyptian cotton is dso known for its fiber strength. Egyptian cotton often measures 15 % stronger
than other cotton. Tables 1-3 present data on the physical properties of three of Egypt's mgor
cotton varieties, (Giza-70, Giza-86, and Giza-83) during the most recent seven cotton market
seasons.  These data are presented primarily to illustrate what physical characteristics of cotton can
be quantified. The reader can aso observe, by comparing the data in these three tables, the sdient
differences in these three mgjor varieties.

2.2 Unmeasurable Properties
Properties of cotton lint that are not measurable include items like style, slkiness, and luster. These

are the mgor items the cotton classer is conddering when heis classing, or grading, the cotton.
Trash content o plays alarge role in the determination of the grade.



Table 1: Physical Propertiesof Egyptian Cotton (Giza 70), Seasons 1991/92 - 1997/98

Season
91/92 | 92/93 |93/94 | 94/95 | 95/96 | 96/97 |97/98
Physical Properties

L ength
Lengthat 25%  Span length 358 | 36.1 [ 361|359 | 350 | 35.0 353
Average Length  (mm) 320 | 320 [ 322|319 | 311 | 313|321
Uniformity (%) 89 89 89 89 89 89 91
Uniformity (Retio) 50 50 50 50 50 50 51
Strength
Presdey Index (pound/mg) 11.0 | 111 (110 ) 111 | 115 113|114
Tensle Str. (1000 pound/inch?) 118.8 | 119.9 |118.8[119.9| 124.2 |122.8122.8
Tenacity (gnvtex) 326 | 338 [ 339 | 337 | 340 | 342 | 34.6
Elongetion (%) 5.4 5.7 57 | 5.4 5.6 55 | 5.3
Fineness
Micronaire (microgranvinch) 370 | 390 [ 3.70 | 3.60 | 400 | 3.73 | 3.88
Militex (10-5mg/cm) 141 | 138 | 135 | 132 | 149 | 147 | 153
Maturity
% of mature fibers 79 79 79 76 77 74 76
Ratio 089 | 089 [ 0.89 | 0.85 | 0.86 | 0.83 | 0.85
Trash
Trash (% by weight) 4.2 3.6 44 | 4.6 4.2 36 | 3.3
Purity (% by weight) 958 | 964 | 956 | 954 | 95.8 | 96.4 | 96.7
Spin Strength
Lea product test 2956 | 2958 | 2972 | 2963 | 2959 | 2884

Source : CATGO, Alexandria, 1998.




Table 2: Physical Properties of Egyptian Cotton (Giza 86), Seasons 1991/92 -

1997/98
Season
1994/95 | 1995/96 | 1996/97 | 1997/98
Physical Properties
L ength
Lengthat 25%  Span length 33.0 32.8 33.1 334
Average Length  (mm) 28.5 28.3 28.9 29.0
Uniformity (%) 86 86 87 87
Uniformity (Retio) 49 49 49 49
Strength
Presdey Index (pound/mg) 10.9 11.1 11.0 11.1
Tensile Str. (1000 pound/inch?) 117.709 | 119.871 | 118.682 | 119.743
Tenacity (gnvtex) 315 31.8 32.7 32.9
Elongation (%) 5.3 5.0 5.5 6.3
Fineness
Micronaire (microgram/inch) 3.25 4,14 3.88 4.0
Militex (10-5mg/cm) 128 149 153 159
Maturity
% of mature fibers 71 80 75 76
Ratio 0.80 0.90 0.84 0.85
Trash
Trash (% by weight) 4.2 2.7 3.2 3.0
Purity (% by weight) 95.8 97.3 96.8 97.0
Spin Strength
Lea product test 2426 2726

Source : CATGO, Alexandria, 1998.




Table 3: Physical Properties of Egyptian Cotton (Giza 83), Seasons 1991/92 - 1997/98

Season
91/92 | 92/93 | 93/94 | 94/95 | 95/96 | 96/97 | 97/98
Physical Properties

L ength
Lengthat 25%  Span length 30.5 | 30.3 31 311 | 296 | 30.2 | 30.2
Average Length  (mm) 255 | 254 | 262 | 264 | 249 | 249 | 25.7
Uniformity (%) 84 84 85 85 84 82 85
Uniformity (Retio) 48 48 48 48 48 48 49
Strength
Presdey Index (pound/mg) 9.1 8.9 8.8 9.0 8.7 8.9 9.1
Tensile Str. (1000pound/inch?) 98.25 | 96.09 | 95.01 | 97.17 | 96.93 | 96.09 |97.82
Tenacity (gnvtex) 251 | 254 | 239 | 262 | 25.3 | 246 | 26.6
Elongetion (%) 6.5 6.6 6.7 7.1 8.2 7.4 6.7
Fineness
Micronaire (microgram/inch) 315 | 290 | 340 | 350 | 358 | 3.73 | 4.07
Militex (10-5mg/cm) 133 | 124 140 140 | 144 152 | 169
Maturity
% of mature fibers 68 66 72 73 71 73 73
Ratio 0.76 | 0.74 | 081 | 0.82 | 0.80 | 0.82 | 0.82
Trash
Trash (% by weight) 5.8 5.2 8.5 74 | 103 | 4.8 5.7
Purity (% by weight) 942 | 948 | 915 | 926 | 89.7 | 952 | 94.3
Spin Strength
Lea product test 2134 | 2120 | 2113 | 2165 | 2065 | 2170

Source : CATGO, Alexandria, 1998.

23 Trash

High qudity cotton is dso characterized by the absence of unwanted materidsinthelint. These
congst of two mgor categories, trash and foreign matter (contaminants). Trash ismainly plant
leaves. Egyptian cotton isdl hand picked. Hand picking is difficult to perform without including
small pieces of plant materid, primarily leaves. As shown in Table 4 the amount of trash present in
Egyptian cotton varies mainly by variety and of course somewhat from year to year. Both of these
factors are related to weather or climatic conditions.




Varieties Giza-80 and Giza-83, which are produced in Upper Egypt, consstently register higher
levels of trash content. Cotton is picked in Upper Egypt mainly during August and September when
temperatures are very warm and the plant materid is very dry. Increasing the number of pickings
could reduce the trash content. If the cotton was picked earlier in the season the plant materia
would not be as dry and brittle and, hence, less plant materid would be included with the lint.
Farmers could dso pick only in the morning when the cotton lint is dry enough for picking but the
plant leaves are not as dry and brittle. If picking early in the morning produces cotton with too
much humidity, the cotton could be laid out to air-dry before sacking for sde.

Table 4. Trash Content of Egyptian Cotton by Variety, 1992-98

percentage by weight)
Year Giza |Giza |Giza |Giza | Giza | Giza |Giza | Giza Giza
45 70 76 77 86 75 85 80 83
1991-92 | 4.8 42 | 3.8 4.3 4.4 7.0 5.8
1992-93 | 4.0 36 | 36 3.8 3.6 6.7 5.2
1993-94 | 5.2 44 | 45 3.8 4.1 4.7 7.2 8.5
1994-95 | 6.4 46 | 4.8 5.9 4.2 51 55 6.9 7.4
1995-96 | 6.9 4.2 | 3.8 3.7 2.7 3.7 3.4 8.6 10.3
1996-97 | 4.6 36 | 39 3.8 3.2 3.2 3.3 5.4 4.8
1997-98 | 5.7 41 | 39 3.6 3.2 3.1 3.3 5.1 4.8

Sources CATGO, Alexandria, 1998.

Domestic spinners utilize mogt of the lint from varieties G-80 and G-83.  Thar mgor complaint
regarding the trash in these varieties is the cost agpect.  Trash can be removed but trash in the lint
increases the cogt of the lint. When they buy lint of these varieties they are receiving alot of trash
ingtead of lint. Secondly, this trash can be removed by mechanica or hand methods, but a
additiona cogt.

Lint buyers expect to find some trash in the lint cotton. Higher than normal trash content mainly
indicates that the buyer has paid for cotton and received less than he expected for his money.
Cotton with 10 percent trash isworth at least ten percent less than clean cotton. Removal of trash
ispossible, but only at acogst. Thus, cotton with 10 percent trash isworth less than 90 percent of
that of clean cotton. Shipping trash is aso an economic waste.

In September 1998 the Minister of Trade and Supply issued orders that Shirley Analyzers were to
beingdled in dl of the gins so that trash content tests could be made of every lot of lint cotton. It
will be some time before this equipment is available and the necessary training has been completed.
Perhaps the system will be fully operational by the start of the 1999-2000 season. Thiswill be
vauable information for lint buyers, both foreign and domegtic. Thisis an important step in quality
improvement made by the GOE that must be commended.



24 Contamination

A much more serious type of foreign matter found in cotton lint are those itemsthat are cdled
contaminants. The ITMF conducts aworldwide survey of spinners every two years to determine
the extent of these contaminants. The mgor items listed as contaminants in these surveys are
"fabrics and strings made of woven plagtics, plagtic film, jute/hessian, and cotton, organic matter
(leaves, feathers, paper, leather); inorganic matter (sand, dust, rust, metal wire) and chemicas
(gresse, ail, rubber, tar, stamp color)".

The most serious problems are the synthetic fibers. Most meta items can be removed by magnets
or by gravity. Dirt and dust can aso be largely be removed by beaters and air movement. As
reported above, most plant materia can aso be removed in this manner.

Many foreign spinners have ingdled opticd scannersin ther spinning mills to remove contamination,
but these systems can only remove colored materids, these systems cannot remove materias that
are the same color as the cotton lint. These systems are blind to things such as polypropylene, which
is the reason the laminated polypropylene sacks are caled ‘the king of the contaminants.! An
example of thistype of contamination is shown in picture No. 1.

These optica scanners can remove 70-80 percent of contaminants but the remaining 30% are the
'invisble items, which the scanners cannot see, that remain in the lint asit goes to the spinning mill.
These items are mogtly synthetic fibers, which become ground into tiny pieces and cause wesk
gpotsin the yarn. Furthermore, when the fina fabric is dyed, these synthetic fibers do not accept the
dye and show up astiny specksin beautiful cloth, thus ruining its vaue.

Figure 1 presents a relaive comparison of contamination by producing regions of theworld. The
percentages given in Figure 1 represent the percent of the respondents (spinners) who reported
"either moderate or serious contamination with 16 named contaminants'.? These results do not
quantify the amount of contaminants but give a rdative ranking of the producing regionsin terms of
contamination. Thisfigure shows that 24% of the respondents reported moderate or serious
problems with contamination of Egyptian cotton in 1995. Only India and Pakistan received
poorer rankings with all other producing countries receiving better marks than Egypt.

LvThe Long Term Outlook for Egypt and World Extra-long Staple and Long Staple Cotton Demand" By
Outlook Consulting Limited for CSPP/GTZ, October 1997, See Section 4- Technology Driven Demand.

ZHM. Strolz, "ITMF Cotton Contamination Survey 1995", in proceedings of International Cotton
Conference, Bremen, 1996. Pages 37-40.



Picture No. 1. Polypropylene Strings Found in Egyptian Lint Cotton by European Spinners.



Figure 1. Spinners Reportsof Cotton Contamination (M oder ate to Serious) by Region,
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Source: Proceedings of "International Cotton Conference- Bremen, 1996", page 39.

Two years laer, in 1997, the results from a smilar survey gave even more discouraging results.
Figure 2 shows that the Situation in Egypt had gotten worse®. The relative number of spinners who
reported moderate or serious contamination in Egyptian cotton had increased from 24 percent to 26
percent.

What is dso discouraging about the survey resultsis that they show awide diverdty in
contamination between producing regions. This means that contamination is not necessary. It isnot
universal. Some regions, such as Australia and Zimbabwe produce cotton with a much lower
incidence of contaminants. Even more importantly, between 1995 and 1997 severd regions, such
as Brazil and West Africa, reduced the contaminantsin their cotton.

The foreign spinners interviewed for this study congder contamination in Egyptian cotton to be a
very serious problem, and they consider it the responsibility of the producer country to eiminate the
contamination (see Annex 1V). Furthermore, these foreign buyersfed that it is the responsbility of
Egypt to ingtdl whatever modern technology is needed in the gins, or esawhere, to remove these
contaminants. Some spinners now refuse to buy Egyptian cotton because of the presence of
these contaminants

3H.M. Strolz, “ITMF Cotton Contamination Survey 197", in proceedings of International Cotton
Conference, Bremen, 1998. Page 21-25.
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Figure 2: Spinner’s Reports Changesin Cotton Contamination (Moderate to Serious) by

Region, 1997 Relative to 1989
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Source: Proceedings of "International Cotton Conference- Bremen, 1998, page 24.

The study team visited awide variety of firms and locations (see Annex |). The team visited sdes
rings, gins, spinning mills, and weaving mills. The team found large pieces of polypropylene used as
covers of the ends of sacks of seed cotton delivered to sdesrings. It found sisa and polypropylene
tieslying on the ground in severd salesrings and it found sisal and polypropylene strings used to tie
many of the seed cotton sacks at one sdesring and dso a agin. It found sand and dirt on the floor
under the lint cotton in an opening room at aspinning mill. Severd times they observed peoplein
the fields picking cotton into plastic and polypropylene sacks. All of these types of materias would,
if not removed, damage the fina products made from this cotton.

25  Other Factors Affecting Quality
In addition to the items listed above, cotton lint quality is affected by alarge number of factors.
Some of these factors are technicd, and some are economic, or are strongly affected by economic

variables, such as price premiums.  Some of these factors dedl with production while some ded
with ginning and marketing. Thelist indudes the following:
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. Breeding (Genetics)
. Seed Qudlity

. Soil Characteristics
. Weather

. Pests

. Cultura Practices

. Qudity Price Premiums

. Grading Systems

. Ginning Methods

. Transportation and Storage Methods
. Blending Methods

. Testing Procedures

Some but not dl of these items can be dedlt with in this report.
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3. THE EGYPTIAN MARKETING AND GRADING SYSTEM FOR COTTON

3.1 TheNeed for Grading

Grading of acommodity is not needed when the buyer and seller can face each other with the
commodity present for examination. The buyer can examine the commodity for sde and determine
visudly the characterigtics of it and can evauae itsvaue. If the buyer is experienced, he will not
need to know the grade of the commodity. He can examine the commodity and see the qudity
himsdf,

Grading is a necessary part of modern markets where the buyer cannot examine the item or
commodity for sde and must rely on astandard description of it. Of particular concern to this sudy
are the export sdes of Egyptian cotton. 1n export saes the buyer must rely on the information
provided to him by sdlers.

A grading system must be operated by a disinterested third party. The grader must not be
influenced by ether the buyer or the sdler.  Technicdly, aprivate sector firm can operate agrading
system but officid grading of most commoditiesin most countries is performed by a public agency.
This public agency must be beyond the influence of any buyer or sdler to remain objective. Its
commodity graders must dso be well quaified and experienced. Thisis especidly truein regard to
cotton where grading can be considered as much of an art as a science.

The grade depends upon such items as color, brightness, trash content, and the presence of absence
of dead or immature fibers. Cotton gradesin any country are not described in words. The gradeis
established by a sample of cotton, kept in abox under glass, which visudly describes the grade.
These 'boxes are kept in secure locations to avoid any tampering.

The grade assgned must be reliable. The grade must be specific enough to tell the buyer what heis
buying when he knows the grade. Thus, asystem of arbitration must be in place so that if the buyer
disagrees with the grade upon delivery he has some recourse for his satisfaction.

3.2  TheCurrent Marketing System for Seed Cotton

This brief description of the current Egyptian cotton marketing system is provided to serve as
background for the discussion of cotton grading and qudlity.

Egyptian cotton production occurs each year on between 500,000 and one million farms. Dueto
the rotation system, some small farmers grow cotton one year and other farmers grow cotton other
years. Thus, as many as 1.5 to 2 million Egyptian farmers produce cotton during a 2-3 year period.
The average Egyptian cotton farmer may produce only about 7 kentars of cotton on onefeddan. A
very large cotton producer in Egypt is one that produces 300 kentars.  Such atota output implies
an area of about 50 feddans. Such alarge amount of cotton is rarely found in Egypt and usudly
results from combining the output of severd members of alarge family, or if alarge farmer buys
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cotton from his smdler neighbors. But even 300 kentars (15 tons) istoo smdl an amount to isolate
in the ginning process. Such an amount would be less than one day's throughput of most gins.
Thus, grading of the seed cotton (prior to ginning) is necessary to determine a vaue of the cotton.

This fragmentation of production has not dways existed in Egypt but it isaresult of the land reform
programs of the 1960's. Prior to that time cotton was grown on large plantations with the use of
large amounts of hired labor. During that bygone era, which some senior cotton industry people can
gill remember, cotton production and marketing decisions were made by many fewer, large
producers who experienced large benefits from marketing quadity cotton.

The current fragmented production sector has alarge impact on the marketing system, especidly on
the costs of collecting the cotton. During the period when dl cotton production was required to be
sold to the GOE (1963-93) a system of collection centers, or rings, were set up which were
managed by co-operatives. In recent years these rings were put under the administration of
PBDAC. These rings have numbered about 800-1000 rings each serving about 1,000 feddans of
cotton.* With ayield of 7 kentars® of seed cotton per feddan each ring will likely handle 6-7000
kentars of seed cotton.

Throughout Egypt the variety which farmers are permitted to grow is determined by the MALR.
The MALR draws a variety map each year before the planting season and provides seed of only
onevariety in each area. The variety areas follow legd boundaries such as adminigtrative ditricts
or Governorate boundaries.

During the 1998-99 marketing season atota of 835 marketing rings were established and managed
by PBDAC. 1n1998-99 dl of the cotton delivered to aring was designated to be purchased by
only one company. In this season private trading companies were given the first choice of which
rings they wished to buy, but with the proviso that they must purchase dl of the cotton ddivered to
that ring and must pay the officid prices. Such a marketing system does not encourage the buying
of high-grade cotton, but eight private companies chose to purchase cotton in this manner. All of the
ginning companies aso purchased some cotton through these rings. The remaining rings were
divided among the 6 public cotton-trading companies.

In 1998-99 private buyers were permitted to buy seed cotton directly from farmers or to establish
their own private sales rings where farmers could bring their cotton to sdl.  Private buyers were
also permitted to buy seed cotton delivered to the gins, to resell seed cotton to other private traders,
to gin a any gin which would provide the service, and to sdll lint cotton to domestic or foreign
spinners or traders.

4 A feddan is equal to approximately 4200 square meters or 0.42 hectares, or 1.038 acres.

5 A kentar of seed cotton equals 157.5 KGs. With aginning outturn of 100 percent a seed kentar would
produce 100 KG of cotton seed, 50 KG of lint cotton, and 7.5 KG of scarto, waste, dust, etc. Ginning outturns of
greater than 100 percent are common which means that more than 50 KG of lint are produced per seed kentar, i.e.
an outturn of 110 percent means 55 KG of lint were obtained from one kentar of seed cotton.
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A st of officid price tables had been prepared for the use of the sales rings for the 1998-99
season. This set of prices was established on the basis of the export prices announced at the Start
of the export season by ALCOTEXA. Beginning with these export prices, which are expressed for
internationa trading purposesin U.S. centg/lb., adjustments were made to determine the seed
cotton prices.®

These officid prices essentidly became floor prices for sales of seed cotton at the sdesrings.
Private exporters are required to register al export contractswith ALCOTEXA, however it is
doubtful whether ALCOTEXA can enforce the minimum export prices on private traders.

Private traders buying from farmers sometimes paid farmers prior to officid grading by CATGO. In
this case they took the risk of getting it graded as'mixed cotton’. Other traders brought seed cotton
to the ginsfor officid grading and ginning outturn tests before agreeing on a price to pay the farmer.
Most private traders used the officid pricing table astheir guide. Many traders paid the same
prices, or dightly lower, but induced farmersto sdll to them by paying immediately, by aso paying
trangport codts, and by eimination of the ring marketing costs of about LE 3/kentar. Some cotton
producers sold to private buyers to try to avoid deductions by PBDAC for loan payments or cotton
pest control.

Severd private traders who were buying directly from farmers reported that they purchased only
higher grades of cotton. They refused to purchase any average or lower grades. Other private
traders reported that they did not want to purchase cotton through the rings because they would be
forced to purchase al low-grade cotton delivered there. Some traders also indicated that the grade
premiums should not be fixed for al grades and varieties. The price differentias for seed cotton in
1998-99 were set at LE 6/Kentar for each 1/8™ grade for the entire price table for al varieties and
a dl grade levelsregardless of the relative value of each cotton variety.

Managers of the PBDAC sdesringsin Upper Egypt reported that most farmers picked cotton only
onetime thisseason. In Lower Egypt mogt, but not al, cotton was picked twice and some was
picked three times. When farmers pick more than once they usudly keep the cotton from each
picking in separate sacks for sdaling at the rings but this cotton may or may not be kept separate at
thering or a the gins.

In 1998-99 seed cotton could not be transported without a permit from aloca MALR officid. This
regulation was designed to diminate the mixing of varieties but it caused difficulties for legitimate
private traders to move cotton they had purchased.

3.3  TheCurrent Egyptian Cotton Grading System

® The season opening ALCOTEXA export prices were as follows: (in U.S.cents/lb.) G-45= 220, G-87=
130, G-76= 120, G-70 = 117, G-77 & G-88 = 112, G-86 = 100, G-89& 75= 94, G-85=92, G-80 = 88, G-83= 86.
Seed cotton prices = export price - 12 cents/Ib. fobbing charges, multiply by 3.75 to convert from US cents/Ibto
LE/lint kentar, subtract LE 55 for marketing charges and add LE 62.5 for the value of byproducts. This
calculation gives the value of seed cotton with a ginning outturn of 100 %.
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The officid grading of cotton in Egypt is the respongibility of CATGO. CATGO has officesin 17
governorates that produce cotton. They adso maintain an office at each gin. Their 275 permanent
classers are located a the governorate or gin offices. Each classer usudly has 2 assstants.
CATGO aso uses 60-70 people from MOA during the marketing season to assist with grading at
therings, but not a the gins.

3.3.1 Grading at the SalesRings

The PBDAC rings follow aweekly schedule, which differed dightly with therings. Each CATGO
grader isusudly assgned 6 rings. The CATGO grader is expected to vidt each of the 6 rings
assigned to him one day per week. He would class, or grade, all of the seed cotton delivered to the
ring Snce hislagt vist. These gradersindicated that their main responshility a the ring was to check
the variety of the cotton, check for contamination, grade the seed cotton, and take a sample from
the dominate grade to send to agin to test for ginning outturn. One ginning outturn test was
performed each week at each sdlesring. The CATGO charge for grading at thering is LE 0.90/
seed kentar of which the farmer is charged LE 0.40 and the buyer paying the remaining LE 0.50.
This charge ds0 covers the weekly ginning outturn tests.

Every CATGO grader we interviewed mentioned that checking the variety of the seed cotton was
hisfirs and maor responsbility. Each sadesring handles only one variety. With ten varieties of
cotton in Egypt and each with a different officia price some incentives exist for farmers, or others,
to transfer low vaue cotton to the rings which handle the high vaue varigties. Some CATGO
graders reported that there have been many cases of mixed cotton in Upper Egypt in recent years.”

The CATGO grader examines and grades every sack of seed cotton. As Stated above, grading of
seed cotton is necessary in Egypt because the cotton is sold before it isginned. Cotton experts
throughout the system congtantly reminded us that the classing of seed cotton was primarily an
estimation of what the cotton would grade after ginning. They stressed that many factors can
change the grade during ginning, such as the care of the cotton in trangport and storage, the
adjusment of the gin stands, and the amount of trash removed by the gin through cleaning prior to
ginning and during ginning.

Normally, severd hundred new sacks of seed cotton have been delivered to the ring Since the
classer's lagt visit and, thus, the classer may need to grade 700 sacks per day. The CATGO
classers said that grading 700 sacks/day was a manageable number. Before the CATGO classer
arrives a the ring the sacks of seed cotton have been arranged in rows, weighed, and the weight,
name of the producer, and a serial number have been marked on the sack.

7 \When seed cotton is classed as 'mixed at the ginit is confiscated and set aside to be ginned at the
end of the season after all other cotton is ginned. It then can be sold only as 'mixed cotton’, which is given the
lowest price on the price table, i.e. the lowest value variety, the lowest grade, and the lowest ginning outturn.
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When the classer begins his task an assstant cuts ahole in the side of each jute sack for the classer
to pull out afew handfuls of cotton. The classer lays the cotton out and feds it and examines it
visudly. He determines a grade and reportsit to hisassstant. The grade is marked on the sack and
recorded on a report form aong with the weight, serid number and owners name® With this
reporting system any contamination later found in this sack can be traced back to the producer. The
grader aso makes a decison, based on his judgement, as to whether the cotton is of the proper
humidity (maximum of 8.5 %) or above thet limit.

The study team found that CATGO graders were well respected by producers and traders. No
complaints were noted regarding the ability or integrity of the CATGO graders.

However, the study team received the impression that CATGO graders have an extremely large
task to perform at therings. A survey conducted during the 1997-98 cotton season reved ed that
the average ring received 674 sacks of cotton per week.® On the other hand, in the same survey,
50 CATGO graders reported that they spent an average of only 1.7 hours per day at the ring
grading cotton. Thisimpliesthat agrader spends only about 9 seconds grading each sack. This
gives him very little time to evauate the cotton in terms of variety, to determine the grade, and to
check for contamination. It isour opinion that graders should be encouraged to put forth more
effort in grading.

CATGO graders reported that in cases where farmers chdlenge a grade at the ring a committee of
CATGO graders would come to the ring and arbitrate the matter. An extrafeeis charged for this
sarvice. (See Annex VI for alist of CATGO charges.)

At one ring the sudy team were shown a computer printout produced by PBDAC. It contained
oneline of print per producer. It gave the total weight of seed cotton, the grade, the ginning outturn,
the total grossvadue and dl deductions. Deductions included the marketing charges and deductions
for high humidity cotton. This sheet was used for making payment to the farmer a the locdl
PBDAC village bank

3.3.2 Grading at the Gins

CATGO considers the grading a the gins as their main respongbility. CATGO maintansa
permanent office a every gin. The mgor responsihilities of a CATGO classer dationed a agin, in
respect to seed cotton, are to: @) check the variety of the incoming seed cotton, b) recheck the
grade, ¢) check for contamination, and d) sort cotton by grade for ginning.

8 The CATGO graders have an officia set of symbolsthat are used to designate the grade and that are
printed on each sack after grading. These symbols are presented in Annex 1V.

° Monitoring, Verification, and Evaluation survey, 1997-98. Cotton Rings Survey, forthcoming
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The owner of the cotton makes the final decision as to what seed cotton and how wide a class of
cotton to blend together before ginning. ALCOTEXA regulations permit blending of seed cotton
within one whole grade, the range to be specified by the owner. (For example, the owner is dlowed
to mix al seed cotton graded between Good and Fully Good or between Good - 1/4 and Fully
Good - 1/4).

After ginning, the baes of lint cotton are put into lots as desgnated by the owner. The average Sze
of lots of lint cotton is estimated at 30 bales (about 8 kentar/bale). A CATGO grader selectsa
sample of each lot of lint cotton. This sample is taken from 10 percent of the balesin each ot and
sent to the CATGO laboratories in Semouha, in Alexandria, for officid classng, for HVI, and
humidity tests.

3.3.3 HVI Testing

Tables 1-3 above presented data on the physica properties of three varieties of cotton which were
obtained from HVI tests. "HVI" means high volume ingrumentation. HVI equipment is designed to
process alarge volume of cotton samplesin ashort length of time. CATGO reported that they can
process 600 samples during each labor shift and during the busy season they can, if necessary,
process 1200 sample in two shifts, or within oneday. The teststhat can be run with HVI
equipment differs between units but in generd, this equipment is available to test color, percentage
of trash, sgple length, length uniformity, staple strength, micronaire (fineness).

CATGO has been using this equipment in recent years to process samples from every lot of lint
cotton asit isbaed at the gin. A tota of 35-40,000 lots of lint cotton result per season and tests are
made of each of theselots. One line of HVI testing equipment can process 40,000 samplesin 67
eght-hour shifts. Thus, one HVI lineis adequate for testing al of the lint cotton in Egypt as quickly
asitisginned.

The HVI test results are tabulated by CATGO at the end of each season for historical comparisons
of the cotton crops. These data are also provided to the domestic cotton traders and spinners.
Such data are useful to domestic spinnersin their blending rooms and to export tradersin preparing
their private types for export and in farfarra for export.

Since CATGO performs these HVI tests as the samples are submitted from the gins, data become
available throughout the season on the qudity of the crop. These data are specific to each lot but
CATGO could determine averages of dl lotsfor each variety and grade, which could be made
available to the trade during the marketing season.  Such data are equaly as vauable to the trade as
are data on cotton yield and production.

A totd of three HVI sysems arein place in Egypt. These are the sysemsin CATGO, the TCF,
andthe CRI. Theunitin CRI isused exclusvey for research purposes. The unitin TCFisusd
for testing lint samples submitted by the domestic spinning mills.

In generd, in order to obtain internationa uniformity of HVI result it is essentid that
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internationa cdibration standards are followed. Such cdibration standards have been developed
by the USDA and by the ITMF.** Such calibration must be done on aregular basis. In addition,
the atmospheric conditions of the |aboratories where this equipment is located must be maintained at
specified temperature and relative humidity levels. Obvioudy such equipment must be operated
according to the manufacturers specifications and only by skilled and conscientious operators.

Sampling procedures are also very important. Samples must be of the proper size, 100-170 grams,
they must be taken properly and brought up to the same humidity and temperature conditions of the
|aboratory before testing.

The USA grading system uses what is known asthe "green card”. Thisisacard attached to each
bale that reportsthe HV test results for that bale on staple length, strength and micronaire.™*

HVI is not a subgtitute for grading but a very useful supplement to grading. These data alow the
spinner to sdect and blend the lots or baes of lint cotton in a manner to meet his spinning needs.
Severd Egyptian export traders provide HVI data to their customers as a complimentary service.
Thisisto be commended, and it obvioudy is good for promoting business.

Careful analyss of HVI data over time can dso indicate the geographic areas of the country which
produce cotton of particular characteristics. These could assst in the determination of the variety
map each year in Egypt. HVI data can dso be utilized to check the grading ability of the classers.

Severd exportersinterviewed for this study reported that they have HV1 tests performed on their
export lots and provide their customers with these test results as a courtesy to them. No exporters
reported that they guarantee these test results, nor do they sdll by specification. ALCOTEXA
requires export sdlling by type at the present time.

Many of the foreign spinnersinterviewed for this sudy (Annex I11) requested that HV 1 certificates
be provided with export lots.  They pointed out that suppliersin the USA and Australia dready
provide this service. But they aso caution that correct cdibration of the HVI equipment is

necessary.

10 see " Guidelines for HVI Testi ng", USDA, Agricultural Marketing Service, Cotton Programs,
Memphis, Tennessee, August 1998, and "HV I User guide, ITMF standard Procedures for HV1 Calibration and
Operation for Testing Cotton", ITMF, Zurich, Switzerland, April 1997.

Iy .E.Atienza, "Classification of Cotton in the United States", M.E. Cotton div. AMS, USDA,
Washington D.C. in proceedings of: International Cotton Conference- Bremen, 1996. pages 23-28.
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34  Egyptian Cotton Grades

The English established the terminology used in the cotton grading system in Egypt. The origind set
of cotton grades in Egypt included six full grades with haf grades asfollows:

Extra

FG/Ex
Fully Good

G/IFG
Good

FGF/G
Fully Good Fair

GF/FGF
Good Fair

FFIGF
Fully Far

Bdow the grade of Fully Fair there is a category of cotton called "low mixed cotton™. This
designation is not truly a grade but is used to describe cotton that failsto make agrade. In addition
to the above grades, cotton is classed by 1/4, 1/8 and even 1/16 grades. Thus, as many as 81
possible grades are available (5 full grades x 16, plus 1). The origind set of grades was defined in a
manner o that the distribution of grades should be centered at a grade of Good/Fully Good or Fully
Good-1/4.

Needless to say, most of these 81 possible grades are seldom used. In the 1998-99 season
ALCOTEXA has st the minimum export prices for each 1/16 grade for arange of grades from
Fully Good at the top down to Good + 1/4 for Giza 45 and only down to Good +3/8 for al other
vaieties. Thisrangeis covering only 5/8 of one full grade for al varieties except G-45.

Standard officid boxesillugtrating eech haf grade for each variety are available in the CATGO
offices. Thusatotd of eleven boxes are prepared for each variety. Each governorate has a set of
standard boxes for the varieties grown in that governorate.  These officid grade boxes are
prepared by CATGO and must be approved by the pand of experts that congtitute the appeals
board. These boxes are prepared each year for the use of the CATGO graders who work at the
ginsand sdesrings. Officid standard boxes have never been available outsde of Egypt snce dl
exports are by private type. Hence the exporters may be the only ones who provide some type of
sample of their private types to their prospective buyers.

Since grading is primarily avisud exercise and deanlinessisamgor factor in grading, ginning
should, by removing trash, be able to improve the grade. It is normaly expected that cotton in Egypt
should move up 1/4 grade during ginning. For example, seed cotton that was graded as Good
should attain agrade of Good + 1/4 aslint cotton. Expert ginning may even increase the grade
more than 1/4 grade.
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3.5  Cotton Grading in Other Countries

A specid survey was conducted of the cotton grading systems in other countries producing ELS
cotton. This survey covered US Pima, Isradl Pima, Centrd Asa CIS, Sudan, Peru, India and
Egypt (See Annex VII). The central festure of dl of these sysemsis that the number of gradesis
very smdl, from 3to 5, except for the systems in Egypt and the Sudan. As shown above, the
Egyptian system contains a very large number of grades and sub-grades dthough few of these arein
common use (See Chapter Four). The Sudanese system is more complex than that of the other
countries but not as complex as the Egyptian system. Under the US system, gpproximately 90
percent of the Pima crop is marketed as grades 2 or 3.

Mogt of the grading systemsin other countries use numericd terminology, such as'grades No. 1-6.'
Such asmple terminology minimizes confusion and contributes to understanding. 1t should be noted
that it is not only the foreign buyers who are confused by the grading terminology, but also the
Egyptian producers. In many producer surveys most farmers could not report the grade which had
been placed on thelr cotton. The farmers knew that the marks meant that their cotton had been
graded, but few producers could give the grade their cotton had received.’? Smplification of the
Egyptian system seemsin order.

12 See results of cotton producer surveys reported in the APCP Tranche reports V-VII.
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4. CHANGE IN GRADES OF COTTON AND PRICE PREMIUMS

A statement often heard in the cotton trade is that the average grade of cotton currently produced in
Egypt is much lower than in earlier years. These remarks come from older members of the trade
who are generally comparing the current era with the pre-nationalization period, before 1964. These
remarks prompted an examingation of the available data on the quantity of cotton produced by grade
in Egypt over an extended period of time. Datawere not reedily available for al marketing seasons,
including the critica period during the 1960's when nationdization occurred.

4.1  Collapse of Grades

The data presented in Table 5 reved that not only was a greater share of the cotton classed in the
high gradesin this earlier period but there also was a greater share of the cotton that was graded in
the very low grades.  During the eight marketing seasons from 1952-60 roughly one third of the
cotton production (34.8%) was graded between Good and Good/fully Good (G/FG), another third
(34.4%) was above the grade G/FG and about a third (30.8%) fell below the grade of Good. In
the current era (1990-98) amogt al of the cotton (90.3 %) fals within the range of Good to G/FG
with only about 4-5 % at either end of the scde.

These data do not confirm that the average grade has declined, only that the grades have collgpsed
into anarrower range.  We currently have a distribution of grades which is very narrow and
peaked whereas the earlier distribution was wider and flatter. It istrue that currently thereisvery
little cotton that receives a high grade, but we aso see very little cotton at the low grades.

However, the reason for this change, or afull explanation of what caused this change in gradesis
not readily gpparent. There are severd possble explanations. One possibility isthat the cotton
produced in Egypt has become more uniform in grade and there is no cotton now being produced
that should be graded at the extreme grades.  Few members of the trade would accept this
explanation.

A second possibility isthat the cotton classers are now poorly trained or inexperienced and class dll
cotton in the mid-range grades because they do not have the ability or knowledge to do otherwise.
Some members of the trade fed that the cotton classers of the pre-nationalization era were much
more experienced than the classers of today. Some fed that the classers now are overwhelmed by
the need to grade every sack of seed cotton, but few would cal the CATGO classers of today
'poorly trained'.* Most traders, both public and private, fed that the CATGO classers of today are
doing agood job.

13 CATGO was founded in 1965 for the purpose of grading seed cotton. Prior to that time all cotton
graders were employed only to settle disagreementsin the cotton lint spot market.
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Table5: Changein Grades of Egyptian Cotton, 1952-53 to 1997-98

Market Percent of lint Cotton
Season
Above Grade of G/FG Grade G to G/IFG | Below Grade of Good
1952-53 29.1 23.5 47.4
1953-54 37.7 25.9 36.4
1954-55 31.4 28.8 39.8
1955-56 25.4 32.5 42.1
1956-57 36.1 29.2 34.7
1957-58 37.6 315 30.9
1958-59 36.5 54.8 8.7
1959-60 41.4 51.9 6.7
1980-81 4.7 90.7 4.6
1981-82 3.0 90.1 6.9
1982-83 1.1 88.4 10.5
1983-84 1.0 87.2 11.8
1988-89 2.1 92.6 5.3
1989-90 4.3 93.0 2.7
1990-91 5.1 88.5 6.4
1991-92 12.0 84.2 3.8
1992-93 17.0 80.3 2.7
1993-94 4.6 91.8 3.6
1994-95 1.0 91.5 7.5
1995-96 3.8 93.4 2.8
1996-97 25 95.9 1.6
1997-98 0.2 92.1 7.7
Source: CATGO

A third possibility isthat a a certain point in time the cotton classers were subjected to pressuresto
class cotton within asmal mid-range of grades. Pressure may have been put on gradersto
eliminate the low grades so that no one would recelve a price much lower than his neighbors. Such
achange would aso result in asmall range in prices received by farmers.  Such a change cannot be
verified but it could have been a Sde effect of nationalization.
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A fourth possibility isthat during some stage, or at some time, producers changed their practices
and quit sorting cotton by grade a the farm level and began putting al seed cotton that was
produced into the same pile, or sack. This meansthat the average quality of seed cotton produced
did not significantly change but it was marketed in a different manner. It was not separated into the
many grades possible but instead was dl 'put into the same sack’.  This resulted from areduction in
the number of pickings and from the lack of sorting of cotton after picking.

The comments received during interviews conducted for this study lead usto believe that the fourth
mentioned explanation is most plausible and would be accepted by most members of the trade. The
events which brought about the change in practices included, a) fragmentation of the land holdings
resulting from land reform programs, b) the nationdization of cotton marketing, and ¢) a government
program of requiring farmers to grow cotton athough prices paid to farmers were well below world
market prices.

The fragmentation of land ownership, which occurred in the 1950s and 1960s, put people who
previoudy were farm workersinto positions of management of cotton farms. Hence the average
kill levd of the decison-makers dropped sgnificantly. This problem could be dedlt with through
training programs, but the resulting large number of producers persststo thisday and still hampers
the MALR extenson programs. As sated dsawhere, farmers are ill asking for more information
on how to grow and market their cotton.

The low farm prices which existed for about 30 years, accompanied with the government's demand
that farmers produce cotton, has led cotton to be known as ‘the government crop’. This
categorization was often heard before 1994 and implies that farmers grew cotton because they were
told to do so, not because they wanted to. The government fixed a crop rotation in every village
and told farmers how much cotton they were to plant, which field was to be planted to cotton, and
when it had to be planted. The GOE adso provided the seed and most other inputs. At the same
time, the GOE s&t up cotton collection centers, now called rings, where farmers had to ddliver their
cotton. Farmers were paid prices that gave them very low returns to their labor and land, far below
what it could earn producing other crops.

But how does this result in a collapse of the grades? One result of these changes was that farmers
gave cotton the minimum managerid attention during this period. Yields declined, but dso, amgor
result was in the reduction in number of pickings. The qudity of cotton on the plant varies with
many factors, including where the bolls are on the plant, but amgor varidble is the maturity of the
fiber. The fibersfirg grow in length within the boll and then fill out, or mature. Cotton bolls thet are
picked too early, when they are immature, produce immature fibers. Also, bolls that are dlowed to
gt on the plant long after they have matured lose va ue through weeathering. A reduction in the
number of pickings resultsin having al cotton put into the same sack and resultsin the loss of the
better quality cotton.

A practice that dso isa part of good marketing is the sorting and cleaning of the seed cotton by the

producer after picking and before delivery to the collection center. Thisis a hand operation and of
course costs money or the operators own or family labor. This practice has been largely
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eliminated, either from lack of knowledge or because it asmply didn't pay to produce better quaity
cotton.

Onething iscertain, if the cotton produced in Egypt now is of the same average grade as before
privatization, but is al mixed together, this mixing resulted in aloss of economic vdue. If it were
possible to separate the current crop of cotton into its proper grades, it could be sold at much
higher premiums and would give agregter total vaue than it currently hasin the market.  Thus, we
maintain that the total value of Egyptian cotton would increase only by proper picking and sorting of
the seed cotton after picking, even if it isthe same cotton that is currently being produced with no
other quality improvements.

4.2 Price Premiumsfor Seed Cotton

The study team maintains that a mgor reason for this collapse in grades is the collgpse in the price
premiums paid for seed cotton. Not only were seed cotton prices very low during the period from
1963-93, but the premiums (differentials) paid for better grades were smdll.

In the 1998-99 season the government set the grade premiums for seed cotton a LE 6/kentar for
each difference of 1/8 grade, regardless of the variety or of the pogition on the grade scale with a
ginning outturn of 100 %. This price premium of LE 6.00 per 1/8 of a grade was gpplied during the
1998-9 season for dl varieties and for the entire range of the grade table, from the lowest grade to
the highest grade. The GOE has followed the same practices for many years, i.e,, the same
premiums for the entire table of prices regardiess of variety or leve of qudity. Thisisan inherent
difficulty of administered price schemes.

The GOE has sgnificantly increased these price premiums during the last two seasons. The grade
price premiums for seed cotton can be compared over time asfollows:

Price Premium for onefull grade Price Premium
Season (seed cotton, 100 % ginning outturn) As percent of price
(LE/seed kentar) For grade good (Giza 70)
1991-92 20.00 6.6
1992-93 20.00 4.8
1993/94 20.00 5.4
1994-95 20.00 7.1
1995-96 20.00 4.2
1996-97 24.00 51
1997-98 48.00 11.2

14 The definition of a'full grade' is not clear, even to al researchersin cotton marketing. Here a'full grade
is defined as a change, for example, from Good to Fully Good. We define Good/Fully Good as a half grade between
thesetwo full grades. Thisclearly illustrates the need for a simpler grading terminology.
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1998-99 48.00 12.9

The tables of officid GOE prices for seed cotton have shown some increase in grade price
premiums since 1996. However, much of the increase has been associated with the genera
increase in cotton prices. The percentage increase in price that can be obtained from a grade
increase has improved during the last two seasons.™®

As shown in Chapter Four, about 90 percent of Egypt's cotton fals within about five-eighths of a
full grade (Good up through Good/Fully Good). Thus, in 1998/99 about 90 percent of the cotton
of any variety will be classed within arangein grade of about five 1/8ths of agrade. Thisrangein
grades gives arangein price of about LE 30/kentar (excluding variations in ginning outturn and
bonuses paid for planting seed). Thisis equivaent to 8 US cents per pound.

For comparison, currently the difference in value of one pound of US Pima cotton by gradesis as
folows

Between grades: Centd/lb. Equivalent LE/kentar

land 2 V4 0.94
2and 3 2 7.48
3and 4 5 18.70
4 and 5 25 93.50
5and 6 14 52.34

Thus, one pound of US Pima cotton at grade 6 isworth 46 1/4 cents less than one pound of grade
No. 1 Pima(LE 175/kentar). Data show that about 90 % of the exports of US Pima are at grades
2 and 3. Thus, the US premiums are dso smdl within this range of good grades, but notice the
extremely large pendty that a US producer would suffer if his cotton were to be graded No. 4, 5 or
6. The main point to emphasize hereisthat the price pendtiesin Egypt on low grades of seed
cotton need to be much greater to discourage production of low qudlity cotton.

As stated above, these same price premiums per kentar have been established for dl varieties.
Thus, the grade premiumsin 1998-99 are the same for Giza 45, which has a base price for seed
cotton at grade Good/Fully Good (100 % ginning outturn) of LE 787/ kentar as for Giza 83 for
which the comparable grade is only LE 285/ kentar. A full grade price premium gives a percentage
increase of only 6 % for Giza45 but 16.8 % for Giza83. Thus, these fixed grade premiums
provide less incentive for the producer of the high-grade EL S cotton varieties than they do for the
lower value MS varieties. If the GOE desresto sat such premiums they should, as a minimum, use
some congtant percentage in determining the premiums rather than a fixed monetary amount. But
clearly, to be meaningful, such grade price differentids must be determined by supply and demand.

15 Giza-70 was used here only for illustrative purposes. Since the grade premiums are the same for all
varieties these percentages would be less for the higher value varieties, such as Giza 45, Giza 76 and Giza 87, and
greater for the lower value varieties.
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5.COTTON QUALITY ON THE FARM

In Chapter Two alarge number of factors were listed that affect cotton quaity. Some of the factors
listed are technica and are beyond the scope of this study. In this chapter we will ded with factors
affecting cotton quality at the producer level and those which are influenced by the marketing
sysem. Here we will discuss seed qudity, picking, and post-harvest cleaning of cotton prior to
marketing. Wewill dso discussthe role of extenson activities of the MALR in regard to these
factors and in regard to some other cultural practices.

51  Seed Quality?®

Seed production is partidly atechnica problem and partidly an economic problem, because on one
hand the decisions regarding the varieties to produce should reflect the demand of the spinners. On
the seed production side it involves premiums for seed production and is dso related to the number

of pickings.

The MALR has sole responsihility for the production of cotton planting seed provided to
producers.t” The qudity of the planting seed produced by the MALR isin turn influenced by many
factors. Two mgor factors that we will address here are the number of cotton varieties and the seed
planting rates.

5.1.1 Number of Varieties

The principle of producing only one variety of cotton in aregion is a principle supported by many
agronomits throughout the world. A minimization of varietiesis needed to minimize the risk of
varietd contamination. Egypt is not the only cotton producing country that concernsitself with this
meatter. American Pimahas only two varieties, Sudan Barakat is only one variety, Peru Pima has
only one variety, and lsrad Fima has only one variety.

The varietd mixing problem comes from the need for ginning. Seed cotton must be ginned to
separate the seed from the lint. The economics of gin design and operation is such that agin must
be utilized to gin alarge volume of cotton, which in Egypt means the production of many farmers.
Inagin, maintaining separation of seed cotton by lotsis difficult, thus resulting in the mixing of seed
from different lots of cotton.

16 This section draws heavi ly on the report "The Cotton Seed Sub Sector-Performance Assessment and
Action plan for Improvement” recently released by CSPP and the Cotton Seed Treatment Project of GTZ, June
1998.

Y Thecrl (Cotton Research Institute) is the agency within MALR that is responsible for cotton
breeding and maintenance of the breeder and foundation seed. The CASP has responsibility for multiplication
of the registered and certified seed generations. CASC has responsibility for seed certification and testing.
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A reduction in the number of varieties will automatically reduce chances of mixing of
varieties. There hasbeen alot of mixing of varietiesin recent years, particularly in the first year of
the private marketing (1995). Producers and traders were sdlling cotton ‘on the street’ and in some
aress the cotton was al mixed up. For ingtance, the CRI would like to have varieties of different
color inthe same area. The CRI has provided the ingpectors with a clear description of the lint of
eech variety to help them in identifying the varieties.

The production of seed for cotton producersis a complicated process. It involves the production of
four generations of seed beginning with breeder seed'®, foundation seed, registered seed and
certified seed. A reduction in the number of varieties would alow the MALR to improve its
breeding program. The MALR has alimited amount of land on the GOE farms to produce breeder
and foundation seed. By reducing the number of varieties they will have more land available for
breeding purposes. Currently a shortage of land requires that contract producers produce some
foundation seed.

With the methodology now in use, about 200,000 feddans of commercial cotton are used in
producing seed. This represents about 25 % of thetotd cotton area planted in Egypt. With the
large amount of land needed for seed production, individual seed producers cannot be selected.
Rather, entire governmenta digtricts, which are wel within the boundaries of the variety zone, are
selected for seed production. We were told that some farmers do not even know that they are
producing seed for seed planting for the next season.

The central portion of a seed production areaiis designated for producing foundation seed, with
registered seed being produced in a middle ring and certified seed produced in the outer ring. This
procedure is followed to iminate production of 'off types through cross pollination with other
varieties® In these seed producing areas dl of the cotton produced is ginned at designated gins and
the seed is purchased by the MALR for processing into certified planting seed for the following
Season.

A farmer who produces cotton from which planting seed is ginned receives a seed multiplication
bonus. This bonus, paid by the CIF, is sometimes LE 5/seed kentar and sometimes LE 10/kentar.
Thisisregarded as an insufficient bonus. In 1997-98 the seed bonus of LE 5 represented only
about one percent of the floor price of seed cotton.

18 Breeder seed isthat seed released by the breeder after breeding and selection has been completed. In
Egypt thereis no long-term storage to keep breeder seed for cotton. Instead a new generation of breeder seed of
each variety is produced each year.

19 Cotton does cross-pollinate to a certain extent. This cross-pollination produces 'off types' if crossing
occurs with adifferent variety and even some 'off-types' if the variety contains amix of various strains. The
production of these 'off types within avariety can also be called ‘genetic drift'. Many environmental factors can
cause varieties to drift genetically.
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It is generadly regarded that seed from the first picking is more mature and thus will have a higher
germindion rate. If cotton is picked only once it will contain a high percentage of immeature bolls
which results in a high percentage of immature seed. However, no seed multiplication bonusis
currently paid for seed from the first picking.

The large amount of seed production by MALR is needed for two reasons; 1) the high planting
rates, and 2) the uncertainty asto which varietieswill be grown during the next 4 years. Four years
areinvolved in planning for seed production since it requires 4 generations to produce certified seed
for rlease to producers. When the varieties are reduced from the 10 varieties currently being
produced to five, as now proposed by the CRI, the MALR will find it much easier to provide the
breeder and foundation seed needed. Currently, seed has to be produced for al varieties, but
sometimes plans are changed and some varieties are not used for planting so the seed that was
produced is used only for crushing.

In some seasons more seed of a particular variety is needed and the demand for planting seed is
greater than supplies so that certified seed (the 4™ generation) has to be used to produce additional
'‘certified' seed. Hence the seed released to farmers is not bona fide 4" generation certified seed but
5t generation seed. Sometimes this practice must also be followed with foundation seed so that
some times farmers receive 6™ generation seed instead of 4" generation.  Each generation alows
more crossing and hence more off types and varietal degeneration. An example of varietd
degeneration over time can be illustrated with the data on fiber maturity.

Cotton fibersfirg grow in length and then in fullness. Flling of the fiber with cellulose builds
thickness. Thisisdescribed asfiber maturity. Maturity of the fiber is particularly important in the
finishing and dyeing dages. Immeature fibers will not absorb dye in a uniform manner and thus fabric
mede with immeature fibers will not be uniform in color.

The data presented in Table 6 represent changes that have occurred in maturity in five mgor export
varieties of Egyptian cotton. These data indicate deterioration within these varieties. Thistype of
deterioration in quality can only be due to degeneration of the seed.

Table 6: Percentage of Maturity of Fibers, Five Major Varieties, 1985-1995.

Variety 1985 1985-88 1989-92 1992-94 1995
Giza 45 73.0 74.3 67.5 70.0 68.0
Giza 70 80.0 81.8 78.5 76.5 74.0
Giza 76 78.0 79.8 78.8 75.8 72.0
Giza77 78.0 79.5 73.5 74.5 73.0
|Giza 75 85.0 84.8 79.3 79.5 78.0

Source: Tabulation and summarization of CATGO data by Gad El-Rifa.
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One would expect that spinners would prefer the production of alarge number of varigtiesto give
them a grester variety of cotton to choose from for spinning. However, increasing the number of
varieties increases the probability of varietd mixing. The foreign spinnersinterviewed expressed the
opinion that the Egyptian government can best make that decision based on its ability to maintain
varied purity (See Annex V).

5.1.2 Planting Rates

Farmersin Egypt have grown accustomed to seeding rates for cotton of 70 KG per feddan.
Practicaly dl cotton is planted by hand. Cotton planting seed is usudly placed in hills on the south
Side of ridgesthat are about 50 CM gpart. Farmers have grown accustomed to using 10-20 seeds
per hill and then thinning to 2 plants per hill. Prior to 1995 dl planting seed used in Egypt was
essentidly gin-run seed (seed asit comes from the gin). Many varieties of Egyptian cotton have
linters (short fibers remaining on the seed after ginning). These linters interfere with any type of seed
processing and improvement. The germination rates of gin-run seed are highly variable. Farmers
are also accustomed to using rather high rates of plant population, of about 70,000 plants per
feddan.®

In 1995 the MALR began to distribute delinted seed. For the 1995 and 1996 planting seasons
mechanica delinting equipment of the seed-crushing sector was used. GTZ completed an acid-
ddinting plant to produce a substantia amount of seed for the 1997 planting season.  In 1995 and
1996 the MALR provided only 30 KGs of mechanica ddinted seed per feddan. Many farmersfelt
that this rate was too low and added additional seed that they obtained on the local market. This
resulted in some mixing of varieties.

By using acid delinting and subsequent seed processing and trestment, seeding rates have now been
reduced to 20 KG/ feddan and perhaps in the future can be reduced to 15 KG or even 12 KG/
feddan. These lower rates provide sufficient number of seeds. The problem ismainly an
educational problem. Farmers need to be convinced that the new seed is better and the
lower seeding rates are adequate.

With areduction in number of varieties and seeding rates, the area of cotton required for seed
production can be reduced from 200,000 feddans at present to 70,000 feddans. This reduction will
alow the CASC ingpectors and the CASP production supervisors to provide much better
management and control, and hopefully dlow higher seed multiplication bonuses, and thus shift
the emphasis from quantity to quality. The CASP could then begin to sdlect and train
individua farmers for seed production instead of dedling with entire seed producing regions.

Ginning aso affects seed qudity. With reduced seeding rates the MALR can reduce the number of
gins needed for ginning seed. They can than pick the better gins. They can use airflow and

20 Recent research has indicated that yields can be maintained with considerably lower plant population
rates. This research, still unpublished, has examined population rates as low as 20,000 plants/feddan.
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screening a the gins. The MALR now uses 17 commercid gins for ginning planting seed and they
use their own gin for processing the foundation and breeder seed. With the reduction in areafrom
200,000 feddans to 70,000 feddans, and a reduction in number of varieties, the number of gins
needed for ginning planting seed could be reduced to as few as five gins, only one per variety.
With such improvements in seed production and ginning, the firms operating these gins could be
brought into the seed merchandising picture and privatization of seed distribution could begin to
occur.

5.2  Number of Pickings

Egyptian cotton flowers over a period of about amonth. Hence to pick at the height of maturity of
the lint, and the seed, requires more than one picking. When cotton is picked only one time, some
bolls will be past maturity and will have suffered from weethering. At the sametime, with one
picking some late flowering bollswill be picked before maturity. Obvioudy, the more timesthe
cotton is picked, the better will be the qudity of the lint. The foreign spinnersinterviewed for this
study reported some preference for firg picking of cotton because of its higher spinning qudlities
(See Annex IV). Thesameistruefor the qudity of the seed for planting as discussed above. The
high rate of single picking can definitely be associated with poor germination of seed in the past.

The number of pickingsis definitely related to the price premium issue. On the one hand, with free
markets, price premiums for higher grades of cotton will likely improve which will encourage
producers to pick more often. On the other hand, expanded MALR extension efforts are
needed to inform farmers that additional pickings, and post-picking cleaning and sorting
of cotton will bring them more profit..

53 Contamination on the Farm

During the last two years the GOE has recognized that contamination of cotton isamgor problem
and has undertaken mgor effortsto correct the stuation. The MALR, through its extenson service,
isworking at the producer level. They are making recommendations to farmers as to when to pick
cotton.  Also, they are asking farmers to avoid the use of synthetic bags for picking cotton. The
MALR has provided alarge number of picking bags made from cotton fabric. Most of these bags
have gone to areas designated as planting seed producing regions but not al of the seed producing
regions received picking bags.

The GOE a so provided cotton strings for tying the seed cotton bags. The study team found these
cotton gtrings at every ring and gin thet they visited. In the 1998-99 season farmers were informed
by the extension service that their cotton would be rejected at the PBDAC sdesringsif it isnot
ddivered in the proper jute sacks or istied with synthetic tie strings.
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6. COTTON QUALITY IN THE MARKET

6.1  Quality in the SalesRings

The sdlesring, or collection center, has been a standard method of sdlling seed cotton in Egypt for
many years. In the pagt, village cooperatives or PBDAC managed the sdesrings. Private sdes
rings were operated by a small number of private tradersin 1998-99. Private traders were aso
permitted to buy directly from farmersin 1998-99. 2

In the 1998-99 season private traders could contract to buy seed cotton at the PBDAC rings. In
doing so the private trader agreed to purchase dl cotton delivered to that ring, unlessit was rejected
for containing contaminants, and at the prices specified in the officia table of seed cotton prices
issued by the GOE. This method of sdlling preserves the price premiums specified by the GOE.
These premiums for 1998-99 were LE 6/kentar for each 1/8 grade, regardless of the variety and its
relative market value. Quality premiums can only be fixed by afree market if they are to represent
pinning qudity. The fixed price premium will give producers little reason to improve qudity. The
trader should be permitted to refuse bad qudity cotton. Fixed price premiumsand the lack of
competition at the seed cotton level will not result in the production of high-quality seed
cotton.

Operations at the sales ring should have little effect on cotton quality. Thering issmply aplace
where the seed cotton is graded and sold prior to going to the gin.  However, the study team found
severa examples of mishandling a the sdlesrings. At dl rings the standard practice isto store the
cotton on the ground. Some sades rings had timbers available to lie on the ground to keep the sacks
out of the dirt, but these were not used. Actudly, use of such timberswould do little to keep the
cotton off of the ground; they may only facilitate picking the cotton up with afork lift. Some type of
mechanica or tractor-mounted |oader is often used to load the cotton on to trucks to transport to
the gin. The cotton does pick up dirt while lying on the ground. Perhgpsthisisasmal amount, but
some mechanica cleaning or farfarraat the gin is needed to remove it.

In the 1998-99 season a new rule was made by the GOE to reduce contamination. Thisrule,
regarding which farmers were informed, was that any cotton not in jute bags or tied with cotton
strings would be refused at the PBDAC sdesrings. The CATGO cotton graders were charged
with the respongibility of enforcing thisrule. CATGO graders a the gins dso checked for these
types of violations.

ALCOTEXA a0 established acommittee to dea with contamination. It reported that it aso
worked through the holding companies to conduct ingpections at the sales rings and gins for

2L Actual ly, private traders have been permitted to trade in seed and lint cotton since the 1994-95 season.
However, during the past two seasons the GOE set floor prices for seed cotton that resulted in lint cotton values
above the international prices so that few private traders were in the market during these two seasons.
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contamination. Also, one spinning and weaving company reported that they purchase lint cotton on
their own account and are ingpecting the gins that they are buying from for contamination.

6.2  Quality at the Gins

There currently are about 60 ginning millsin Egypt. Before 1996 dl of these ginning mills were
owned and operated by five public ginning companies. In 1996/97 two public companies, Arabia
Ginning and Nile Ginning, went under private management through the sale to private individuds of
acontrolling interest of the shares of the company. Other private companies have made investments
in private gins, but the basic technology of ginning has changed very little. The standard ginning mill
contains 45-76 roller gin stands with legther rollers and reciprocating knives. Thisisan old
technology but one that is generadly consgdered by the trade to be the best ginning system for ELS
cotton. The average gin stand will gin about one kentar of seed cotton per hour.

However, the gins vary consderably in the methods of handling of the seed cotton. The best of the
gins have pneumatic systems to move seed cotton from the opening tables to the blending rooms,
and a second system to move it directly to the gin stands. These pneumatic systems reduce human
contact with the cotton and actualy remove dust and dirt from the seed cotton. In the worst gins, dl
cotton is moved by hand from the sacks to the gin stands. Some gins have very poor facilities for
opening of the seed cotton sacks and for blending of seed cotton. These steps are very important in
determining the find lint qudity.

Seed cotton can be cleaned by ether manua or mechanica methods. Hand cleaning can remove a
sgnificant amount of contamination. In most gins some workers are given responghility to remove
contamination, but these workers are usualy assigned to perform other tasks, so that hand cleaning
isonly apart-time activity. It does not receive the atention it merits. Remova of contaminants
before ginning is definitely advisable and preferable. A single large piece of synthetic fiber, such as
apiece of polypropylene sacking, before ginning, will become amillion little pieces during ginning,
none of which can be found and removed. Theseitems can be removed by hand methods or by
mechanica methods.

Hand methods can and should be supplemented with new technology. Pneumétic systems to move
cotton were mentioned above. Some new opening tables are being developed. Opening tables
made with wire mesh or rods to dlow dirt and small sonesto fal out are smple mechanica assdts,
but appear to be useful. One gin we visited was ingtaling conveyor belts to move the seed cotton
from the opening tables. Workerswill stand along side of these belts and observe the cotton asiit
passes them. This allows aworker amuch better opportunity to spot contaminants and remove
them. (See picture No. 2)

Therollers and knives on the roller gins can be adjusted with differing grades of cotton.  All

managers of the gins we visited reported that such adjustments are made depending upon the grade
of cotton being ginned and at the request of the cotton owner.
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The current annua ginning cagpacity in Egypt is generdly estimated at about 12 million kentars.
Production of seed cotton has varied from 4.8 million kentars to 8.3 million kentars
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Picture No. 2: A Newly Installed Seed Cotton Opening System with Conveyor Beltswhere
WorkersHand Clean the Cotton before Ginning.
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over thelast 10 years. This excess ginning capacity puts downward pressure on the charges for
ginning. Thisin turn under-cuts incentives for improving the quality of the ginning services.

Cotton quality can be improved through proper ginning, and the one who has the greatest incentive
to do the best job of ginning isthe owner of the cotton. Thus, it can be expected that ether the
ginning companieswill enter into buying seed cotton and sdlling lint cotton, or privete traders will
purchase gins. In this respect, provisons should be made to sall or lease the remaining public gins
on an individua mill basis rather than entire ginning companies that have 12- 20 ginning mills each.
We expect that operation of the gins by private traders will improve cotton qudity and, thus,
privatization of the remaining public gins should be encouraged to occur at aragpid pace.

6.3 Farfarraand Repressing

Farfarra isan Arabic word that describes the sound that is made when cotton in balesis torn apart
and the cotton is beaten to fluff it up. Thisisapart of what happensin fafarra Following are notes
from avigt to the public owned farfarraroomsin Alexandria

"On the morning of 23 September 1998 we vidted the facility in Alexandriawherefarfarra is
conducted and cotton is re-baled for export. We entered alarge room where the farfarra was
being conducted. There was alarge center floor with dots between the wooden boards. Around
the outside of this center floor were piled about 20 baes of cotton. These were baes from the gins.
Each bae was possbly from a different lot. Behind each bae was another full bae to replace the
bale in front when it was gone. Two women were stationed at each bale. The woman who was
standing would take handfuls of cotton from the bale and tear it gpart, best it againgt her other hand
to fluff it up, and threw it inthe air. At her feet sat another woman who picked foreign metter from
the cotton, but it appeared that she could never keep up with the flow of cotton and could examine
only afraction of the cotton.

In the center of the room were two groups of young men (8-10 in each group). They would wak
around and gather cotton into the middle of the room and push it into a pile with their feet. These
young men would pick up the cotton, throw it up into the air a couple of times and then put the
cotton into a sack.

Some people carrying hand water sprayers would spray some water onto the cotton before it was
sacked. We were told that these sacks would be piled up to let the water spread through the cotton
and after 24 hours. that cotton would be re-baled.

There was an older woman in the middle of the room who was the 'crew leader' who would shout
orders to the group.

Thisistheregular manud farfarra. We weretold that cotton exporters rent this room from the
pressing company and the operation is under the control of the exporter.
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In this building the baes received from the gins are sored on the 2nd floor, the farfarraand Site
where cotton is fed into the presses are on the 3 floor. The pressitsdf ison the 2™ floor, and the
new steam-pressed bales are delivered to the 1% floor.

On the samefloor asthe farfarra was a set of conveyer belts where the cotton from the sacksfilled
from the farfarra the previous day where emptied and women sat on each Sde again picking out
foreign matter or damaged cotton. This cotton then went to the steam press. This press produced
bales containing 31-32 Ibs. of cotton/cu. ft. After baling, the bales were wrapped and sted strap
ties were put on. The baes did down to the 1* floor where the ends of the bales were wrapped and
then weighed on a baance scale. The weight in kgs was written on the cover of each bae.

There was a tremendous amount of dust in the air throughout the farfarra and pressing rooms. One
had the feding one was in amuseum, except for the ar pallution. All of the machines were ancient.”

Farfarra and repressing baes for export have been along-standing marketing feature of Egyptian
cotton. Egyptian gins have traditionally been equipped with presses that produce large bales of
about 400 kg (8 kentar) at low dendity (17 Ibs. of cotton/cu. ft.). These baleswere shipped to the
locd spinning mills or to the public pressing company in Alexandria At the pressing company the
exporter would organize the farfarra and after farfarra the lint cotton would be repressed into
bales containing 6.54 kentar (327 kg, or 720 Ib.) at adensity of 32-33 |bs. of cottor/cu.ft. for
export.

Thefarfarra activitiesin Alexandria currently cost about LE 2/ kentar. Repressing costsare LE
19.50/kentar or LE 127.50/bale and 5.2 centd/ Ib. 1n addition to these cash costs are of course the
managerid time of the owner and the interest on the bank carrying charges on the cotton.

Farfarrais conducted for two purposes, for blending and for cleaning the cotton. Both of these
agpectsinvolve quality aspects that are important to Egyptian cotton. Manua blending at the point
of export alows exporters to produce large lots of uniform cotton. The exporter has access to dll
of the cotton production of the country and can blend what cotton he has purchased to produce the
type he has contracted to provide to the foreign spinner. He supposedly knows the specifications of
each lot of cotton that he has bought and determines which lots to blend together and in what
proportions. The lots should have equd staple parameters with differences only in grade, and
actudly within asmal range of grades.

A second quality aspect of farfarra isthe matter of cleaning, especidly of contamination. Some
traders clam that farfarra removes alarge amount of contamination and sgnificantly improves
quaity. Othersclam that farfarra isasource of contamination, particularly of such things as pieces
of the jute bale coverings and pieces of the meta straps that are cut when these bales are opened.
But dso, the workers drop waste material into the cotton, such as food wrappers, and scraps of
ther dothing are added and alot of human hair.
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Cases of both removal and addition of contaminetion in farfarra exist. The vdue of fafarrahas
been vigorously debated in recent years.??> Should it be continued? Is it cost effective? Are their
dternatives? Doesfarfarra eiminate or add contamination to the cotton? The fafarraprocessis
dependent upon cheap labor. Labor costswill continue to rise over time. The hedlth of the
workersis another serious matter. The air in the farfarra roomsis laden with dust and minute
fibers. Workersin developed countries would not tolerate such unhealthy working conditions and
the hedth of these workers should be considered in this decision.

One dternative to farfarra and repressing in Alexandriais the ingtdlation of new bale pressesto
produce higher dengity bales ready for export a the gin. During the last two-three years, severa
private cotton exporters have instaled new presses a gins that they have purchased from the public
companies or a new gins that they have constructed. These presses produce the so-caled U.D.
bale (universal density) aso cdled the American bae, which contains about 24 |bs. of cottor/cu. ft.
and atotal weight of 480-500 Ib. (218-227 kg). Thistype of bae is acceptable to foreign buyers.
This bale reduces insurance, storage, and transport costs compared to the old low-density bales
produced at the gins, but handling costs are dightly higher with the U.D. bae than the high-dengty
steam pressed bales produced at Alexandria.

Bding for export at the gins avoids one mgor cog, the re-pressing or re-baing done at Alexandria.
The baling cost isthe mgor part of this activity as mentioned above. But there are some possible
disadvantages. Egyptian cotton has long been noted for the uniformity of itslint. Will exporters be
able to find sufficient quantities of the quality of lint cotton desired to produce the private types
needed to fill their export contracts when they are drawing from the output of only one gin? Will
export buyers prefer farfarra prepared lint? Will they be satisfied with this marketing procedure?

One mgor private exporter, who firmly believes that farfarra increases contamination, believes that
he can fill the requirements for uniformity of lint requested by foreign buyers through more careful
buying and blending, or farfarra, of seed cotton. The farfarra of seed cotton is designed to
remove contaminants and to blend the seed cotton. Remova of contaminants before ginning is
definitely advisable. Large pieces of synthetic fibers become amillion little pieces during ginning.

Three mgjor private exporters indicated that during the 1998-99 season they intend to give their
customers the choice of lint prepared under the traditiond farfarra and repressng sysemin
Alexandriaor the new system of baling ex-gin. Reections by the buyersto this new marketing
technique will be known in a season or two.

Mog of the foreign spinnersinterviewed for this sudy showed little interest in the farfarraprocessin
Alexandria. Some spinners expressed concern that the farfarra operation may add to
contamination. Other spinners expressed concern that baing for export at the gin would result in
smadler export lots which will need additiona blending a the soinning mills to gain the uniformity
needed for spinning (See Annex 111).

22566 “Conflicti ng Views on Farfara’ unpublished paper by Edgar Ariza-Nino. APRP-RDI. 1998.
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Farfarra isnormaly not practiced on lint cotton sold to the domestic spinning mills. The lint cotton
moves from the ginning mills to the spinning mills. The changes in marketing of export cotton may
have some impacts on the domestic millsaswell. The old low-density bales produced by the
ginning mills are not desirable from the viewpoint of the spinners. These baes are codtly in terms of
sorage and insurance. These low-dengty baes can burn (there was amgor firein Alex. Storesin
March 1998) whereas the high-density bales will burn only very dowly onthe outsde. Thereisa
very subgtantid difference in the fire insurance cogts as aresult. Spinning mill managers expressed
interest particularly in the new U.D. bae pressesbeing inddled at some gins. Thus, the use of the
new U.D. presses a the ginswill aso improve the qudity of the cotton arriving at the domestic
spinning mills

Pictures No. 3, 4 and 5 illustrate the old and new baing system at the gins. The new presses being
ingtalled for the 1998/99 season (picture No. 3) produce abale of a higher dendity. These bales,
(picture No. 4) when carefully wrapped with jute keep the cotton clean and reduce losses in trangt
or in storage in comparison with the old style loose baes produced at the gin (picture No. 5).
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Picture No. 3: A Universal Density (UD) Bale Press Recently Installed at a Gin.
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Picture No. 4: New (UD) Bales Produced in the 1998/99 Season.



Picture No. 5: Loose, Poorly Covered Balesof Lint Cotton of the Type Currently
Produced at the Gins.



7.ROLE OF THE GOVERNMENT

During the course of the interviews conducted for this study the study team often received
comments to the effect that dl of the qudity problems with Egyptian cotton will disgppear, or be
solved, with complete liberdization and privatization of the cotton sub-sector.  The argument put
forth was that the free market would provide the necessary price and profit motives at dl levels so
that high quaity cotton will be properly rewarded with high prices and low quality cotton will be
pendized with low prices. These remarks came from both private traders and public officids.

The study team fully agrees that free markets and market-determined prices would encourage
producers and the traders to improve the quality of Egyptian cotton. However, it isaso our opinion
that the GOE will continue to have amgor role in the long run in the maintenance of qudity in

cotton even if or when al trading and marketing operations become completely liberdized and
privatized.

Breeding of cotton varieties will long remain a public respongbility. Some private companies around
the world are doing crop breeding work but not of al crops. Privatization of cotton breeding is
certainly along way off in Egypt. Egypt must continue to maintain sngle variety producing aress to
maintain varietal purity. The current plan by the MALR to reduce the number of varieties grown
will hdpinthat regard. However, the determination of which varieties to be produced should be a
joint decison between the MALR, the growers and the industry. The choices of varieties should be
based on market forces, on agronomic, climatic and other production factors and on the availability
of seed. The MALR, on the basis of genetic and agronomic factors, could propose alist of
varieties for growers to choose from. A poll could be taken in each areato determine the farmers
collective choice for their area. But after apoal istaken, dl growersin an areawould be required
to grow the one selected variety.

The production and improvement of cotton planting seed will remain aresponghility of the MALR
for some time, but distribution of cotton seed should be privatized as soon as possible. The recent
accomplishments in ddinting and improvement of planting seed are to be applauded, but more work
remains to be done by the MALR to reduce planting rates and improve seed qudlity.

Determination of officid grades of seed and lint cotton should remain in the public domain for the
foreseegble future. CATGO's role can be expanded through timely release of HVI results. A recent
decison by the MTSto inddl trash analyzers for testing of dl lint cotton & dl ginsis an example of
the Government's acceptance of responghility in the task of maintaining cotton quality

Thetimely and widespread distribution of information on crop area, yieds, production,
exports, and information on the quality of the cotton crop, including HVI data, should
remain as a public responsbility. Economists define perfect competition as a Stuation that dso
includes perfect information. However, the private sector will not provide full and complete
information to al playersin the market. Private firmstend to hold vauable market information for
their own interest. The task of wide dissemination of market information isarole that can best be
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filled by the Government. The cost of such government activities must be borne ether through fees,
such as on grading, or through genera taxation on profits or incomes.

The current campaignsin MALR, CATGO, ALCOTEXA, and the public cotton companiesto
eliminate contamination are producing good results. Trade personne clam that contamination is
decreasing. The MALR must sustain these campaigns and must dso continue to have responsbility
for training and educeation of farmersin cotton production, harvesting, post-harvest handling and
marketing techniques through its extenson activities. Private firmswill not likely take responghbility
for generd programs of farmer education but private marketing firms may engage in contracting with
producers to produce specified cotton varieties and grades. Under proper contracting, the
marketing firm can provide expertise to the contract producer and in turn receive superior products.

The education task isfar from complete; in fact it will probably never end. The large numbers of
farmers makes extendgon a difficult task. The number of topics needing attention is dso lengthy.
And with the development of new technology, the extension task continues. Farmers need technica
guidance, in fact some are asking for help, on alarge number of production and marketing topics.

These government activities taken together provide a ‘framework or system for cotton quaity’ within
which producers can freely make production and marketing choices and traders can fredy make
their decisons on prices and quantities to buy and sdll, and to engage in domestic and internationa
activities. These types of gover nment activities do not interfere or substitute for thefree
marketsor privatetrade; on the other hand they can be a consder able assistance to the
mar kets and will contribute to the improvement of cotton quality.
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8. RECOMMENDATIONS

8.1  Simplify The Grade Terminology

Of dl of the EL S cotton producing countries, Egypt has the most complex grading terminology,
which is not easlly understood by either the export buyers or the Egyptian cotton producers. A
more useful system would be a smple set of labels such as"No. 1", "No. 2", etc. up to about "No.
6or7."

Other countries need no more than 4-6 grades. Our examination of the Egyptian grades reveds
that over 90 % of the cotton now fals between grades Good and Good/Fully Good. Thisrangein
quality could be covered with 3-4 grades leaving one or two grades above and below. Thus, we
recommend that the trade adopt a Smpler set of grade titles and a reduction in the number of
grades. CATGO and ALCOTEXA could take the lead to define a new set of grades.

8.2  Exporters Should Consider Providing HVI Certificatesto their Buyers

HVI isawiddy used system of measurement of the physical properties of cotton. 1n 1997 the
ITMF reported that HV1 is used in 60 countries and over 1000 syssems arein use. Three such
sysems are currently in Egypt. One system isin place in the TCF, which is avallable for use by the
domestic spinning mills, asecond in CATGO, and athird with the CRI, which is used for research
purposesonly. The CATGO equipment has been in place Snce 1994. It isused to test every lot
of lint cotton produced. Approximately 35 - 40,000 lots of lint cotton are tested annually. The
resulting data are provided in an annua summary report on the crop in the Egyptian Cotton Gazette.

Severd Egyptian cotton exporters reported that they provide HVI test results as a courtesy to thelr
buyers. The foreign spinnersinterviewed for this sudy strongly favor the provison of HVI
certificates. We recommend that HV | tests be performed on al export lots of lint cotton and that
exporters provide the HVI test results as a complimentary service to their buyers. The CATGO
equipment now in place is adequate for such testing.

After aperiod of 3-5 yearsthe trade should consider the option of moving from sdlling by typeto
specification export sdes. We do not recommend moving to specification sdes at thistime. We fed
that atrangtion period is needed to ensure that the locd HVI equipment will produce the same
readings as HVI equipment in other countries. Precautions needed include proper calibration,
proper sampling procedures and sample conditioning, and precautions to ensure that the HVI
equipment operators have the necessary skills.

8.3 Disribute HVI Results During the Marketing Season
CATGO now performsthe HVI testson dl lots of lint cotton. These lots are sampled at the gin.

Thus, the samples are being sent to CATGO as the season progresses. We recommend that
CATGO release the HVI tet results on a periodic basis as the marketing season progresses. The
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first release would probably not occur until sometime in October after a sufficient number of lots has
been ginned. Releases should not be made until the number of lots is large enough to protect the
privacy of individud lint owners. As soon as sufficient observations are avallable, CATGO should
make the HV data available to dl potential members of the cotton trade, both domestic and
foreign. Our suggestion isto submit these data on a monthly basisto an internationa publication,
suchas COTTON OUTLOOK.

84  Sudain and Enhancethe GOE Campaigns Againg Contamination

The responses obtained during interviews of members of the domestic trade lead us to conclude that
the MALR efforts to diminate contamination of seed cotton are being effective. All parties
interviewed indicate that the level of such contamination was diminished significantly in the 1998-99
season. A particular feature of the 1998-99 season's program was the threat of rgjection of seed
cotton at the ringsif it was tied or bagged with improper materids. However, the study team
observed severd violations of these recommendations indicating that the task has not been
completed and that such efforts cannot be relaxed. Thus, MALR must sustain and enhance these
efforts over an extended number of seasons until the improved practices become the
automatic behavior of the entire trade.

Campaignsby ALCOTEXA, CATGO, the holding companies, and the spinning companiesto
control contamination at the ginsis aso to be commended, but it aso must be sustained.

8.5  Attempt to Remove Synthetic Sacks Being Used to Provide Farm Inputs

Farm inputs, especidly fertilizer, are currently being provided to farmers in sacks made from
gynthetic fibers. Unfortunately, these sacks often become used as cotton picking sacks. Thisis
unfortunate as pieces of these sacks find there way into the cotton, and these materids are the worst
contaminantsin lint cotton. The GOE should consider measures to require input suppliers to remove
these sacks from the rura scene, ether through incineration or through recycling programs, asa
means to reduce contamination in cotton.

8.6 Expand MALR Extenson Activitiesin Cotton Production

Members of the private trade are in agreement that the Government hasamajor role to play in the
quality aspects of cotton by providing education and training to producersin proper production and
marketing skills. Of particular concern are items such as proper seeding rates, proper plant
populations, proper timing of applications of fertilizer and irrigation water, proper use and timing of
pesticide chemicas, and proper techniquesin picking and handling of the seed cotton. All of these
aspects have an impact on cotton quality. The skills needed to produce quality cotton are best
provided by the MALR extenson workers.

The study team interviewed farmers, who even asked for more information on how to improve the
grade of their cotton and how to produce better cotton. Some farmers indicated willingness to pay
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for brochures that would help them to produce better cotton. The MALR extension service must fill
these information gaps.

8.7 The MALR Should Maintain Fewer Cotton Varieties

The large number of varieties produced in Egypt results in stress on the seed management system.
A sgnificant number of cases of mixed cotton have been reported in recent years. Mixing of cotton
vaieties resultsin deterioration of that particular lot of lint, but the probability of mixing of the
planting seed is a much more serious matter. The probability of mixing cotton increases with the
increase in the number of varieties. Mixing of varieties would be cut to zero if only one variety was
grown in Egypt, but one variety would not satisfy the needs of the locd and export spinning industry.

Fortunately, the MALR is currently planning to reduce the number of cotton varieties. The Director
of the Cotton Research Indtitute informed us of their current plans to minimize the number of cotton
vaieties. They hope that in afew years they will be growing only 5 varieties, one in Upper Egypt,
two ELS varieties and two LS varieties. The trangtion from the ten varieties grown in 1998-99 to
only five varieties will take some time because of the need to aso introduce one or two new
varieties and to provide the seed needs associated with fewer varieties. We commend the CRI and
MALR for their decisonsto move in this direction.

8.8 MALR Must Continueto Improve the Quality of Cotton Seed

MALR must in the long run retain the respongibility for cotton breeding. The MALR aso currently
produces dl cotton planting seed for producers. Steps toward privatization should come at the
distribution phase.

MALR must maintain its efforts to improve the production of qudity seed. The reduction in the
number of varieties will be of great help in thisregard. Additiona steps must be taken to reduce
seeding rates through expansion of the use of ddinted and fungicide-treated seeds and through
extenson efforts to convince farmers to reduce plant populations. Improvements in germination
rates are needed and can be produced through ddlinting and associated seed enhancement
activities. The number of generations between breeder seed and certified seed can be reduced
through the reduction in number of varieties in the breeding program.

Seed multiplication bonuses currently paid to producers are too small to provide adequate
encouragement to produce quality seed. These bonuses need to be increased and specia bonuses
pad for first picking seed.

8.9  Supplement Manual Cleaning Methods at the Gin with New Technology
Manua cleaning of seed cotton at the gin must be encouraged, but observations of the sudy team
indicate that most manud efforts fal short in removing al contamination. Frequently, those assigned

to cleaning seed cotton have other respongbilities and the remova of trash or contamination
becomes only a part-time effort. These efforts must be supplemented with modern technology. A
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wide variety of mechanica systems are available including mechanicd assststo hand cleaning
methods, such as mesh or sted opening tables, air flow systems to remove dust and dirt, ultraviolet
lightsto illuminate synthetic fibers, and possbly optical scanners. The god must be to remove as
much contamination as economicaly possible prior to the ginning process to avoid multiplication of
the synthetic particlesin thelint.

8.10 ContinuelLiberalization of Markets

Observations by the study team provided severd examples of qudlity improvements now occurring
as aresult of movementsto market liberaization. Severa private traders espoused the desire to
buy only the better grades of cotton. These same buyers avoided contracting to buy seed cotton
through the PBDAC sdesrings specificaly because such arrangements would require them to
purchase dl the seed cotton ddivered to the rings, including low quality cotton. Changesin
operating rules of the PBDAC market rings are needed to place greeter pendties on low vaue
cotton. The current system insures amarket for al cotton, regardless of its qudlity.

Freedom for private buyers to examine and purchase seed cotton outside of the PBDAC rings will
promote exports of quality cotton. Private buyerswill pay premiums for higher grades, which
reflect spinning quaity and which will encourage producers to produce better grade cotton, and
heavy discounts for lower grades which will discourage production of poor grades. Market forces
will dso produce differentids for each variety, which differ according to spinning qudlities.

Privatization of the remaining public gins should be encouraged to proceed as rapidly as possible.
Sdes by the public companies of individua gins, rather than entire ginning companies, is expected to
hasten the privatization process and lead to more competitive gin markets. Operation of the gins by
private cotton traders is expected to lead to improved ginning and thus improved lint cotton quaity

8.11 Allow Flexibility in Pricing of Ginning Services

For many years the public holding companies or ginning company officids have set ginning charges.
These charges have generaly been based on quantity, with no consideration for payment for
improvement in the grade of lint cotton produced. Ginning companies have been competing to
some extent through the provision of extra services, such as storage or transportation. The
Government should commiit to stop setting ginning charges once dl gins are privatized.

8.12 Permit the Market to Set Quality Premiums

In the long run, only the market can determine gppropriate price premiums for better grades of seed
cotton or lint cotton based on the vadue in spinning. If ALCOTEXA finds it necessary to set basic
export prices, perhaps a price could be set for one base grade per variety and permit the market to
determine the differentids by grade. Price premiums for seed cotton should also be made flexible to
dlow quality to be linked with price. Similarly, at the seed cotton market rings the grade premiums
should be market determined. Smdll-fixed grade premiums tend to under-reward the producers of
high qudity cotton and under pendize the producers of low qudity cotton.
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ANNEX |- PERSONS CONTACTED IN EGYPT

Abde Aziz El Toony, Middle Egypt Spinning & Weaving Co., Beni Suef
Abdd Fatah Gaber, CATGO cotton classer, PBDAC salesring, Kafr El Sheikh
Ahmed Baragith, Tanta Cotton Trading Co., Tanta

Ahmed Fouad, PBDAC sdesring manager, Beni Suef

Ahmed El Gohary, Director, Cotton Research Ingtitute, MALR

Ahmed Mahmoud Masekh, Chairman of CATGO,

Ahmed Shouman, Chairman of Nefertity Cotton Trading Co.

Amin Abaza, Modern Nile and Arabia Ginning Co.

Ayman and Tamer Nassar, Nassco Cotton Co.

Bakeir Otefa, Senior Advisor to the Minister on Agriculture

Bolus Butros, Manager of PBDAC sdesring, Dagahliya

CATGO cotton classer, (name unavailable), Fayoum Sdes Ring.

Edward Maky Ibram, Manager, MISR cotton gin, Fayoum

Eng. Nashed, Fayoum spinning mill, Middle Egypt Spinning & Weaving Co.
Ezz El Din El Dabbah, Private cotton trader, Minya

Fawzy Abdd Haim Emara, Manager of Arabiagin #1, Damanour

Fawzy Nam Mahrous, Chairman of Agricultura Extension Sector, MALR
Farouk Ebaid, Comm. Dir. MISR Trading Co.

Gamd Rifal, Arabia Ginning Co., Beni Suef

Hassan Wi, Private cotton trader, Fayoum

Kalid Abo Esmail, cotton producer, Kafr El Sheikh

M.A. Tabbakh, Head of Supply and Import Sector, Cotton and Inter. Holding Company
Magdi Fathi, CATGO cotton classer, Beni Suef

Mahmoud and Mohamed El Garhie, Private cotton traders, Fayoum

MISR Sdesring, Fayoum governorate

Mohamed Abdd-Bar Hegazy, Deputy Chairman, Unirab Spinning and Weaving Co.
Mohamed Abdel Rahman, Private cotton trader, Beni Suef

Mohamed Nour El Din, Owner, East for Trade and Egypt, Tanta
Mohamed Mohsen Abd El Alim, Manager, Arabiagin, Beni Suef

Mohsan Ahmed El Orabi, Manager of Arabiagin a Snbdawin

Nabil Easa, CATGO cotton classer, Arabia gin #1, Damanour

Saad Nassar, Director of ARC, MALR and Director of APRP

Said Haggag, Chairman, ALCOTEXA

Samir Abd Rafi, Manager of PBDAC sdesring, Kafr El Shelkh

Wagdy Hendy, Chairman, Port Said Trading Company

Y assn Osman, Head of the Cotton Council, MALR
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ANNEX |I: QUESTIONNAIRE FOR FOREIGN SPINNERS

Comparison of Grading Systems. Which grading system isbest for Egypt?

The traditiona grading from Fully Good to Extra down to Good +1/4, 21 grades of which
only 5 arein effective use, due to unavailability of higher grades?

or, anumerica, smplified system, Grade 1,2,3,etc. as used by other producers of ELS?
- Did the Egyptian system of 'Sde on Type satisfy your technica requirements?
- Have you experienced uneven ddiveries in grade within one and the same lot?
- Have you experienced unusud fluctuations in micronaire/Presdey,

or in the percentage of short fibers within the same lot?
Current price differentias for 1/8th of a grade stand at 3 cents per Ib. Are you willing to
pay ahigher premium so that your cotton comes from the firgt picking, generdly with a
lower content of short fibers? Mixing a the gin of 1t with 2nd pickings leads to higher
contents of short fibersin the cotton.
Scarcity of labor at the blending farfarra in Alexandria hasled:
to much fewer manud (manned) blending farfarra in Alexandria

to alarger subgtitution of same by mechanicd blending farfarra.

Do your shippersinform you that your cotton has been run through amanua or mechanicd
farfarra?

Did you natice any difference as to even-milling uniformity of grade in such lots? Trash and
waste contents?

Did you notice an eventud higher infestation of your cotton by foreign mattersif blended
mechanicaly?

Additional, forthcoming changesin the blending farfarra of lotsfor export:

The scarcity of labor in Alexandria, combined with an attempt to reduce overheads, may
soon lead to:

the abandonment of large blends in Alexandria that used to produce in series lots of 150
baes, matching selling typein grade, character and staple,
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5.1

52

5.3

and favor smdler blends of up to 75 baes per lot and their direct pressng a the ginin the
interior into high dengity export bales.

What are your views on this subject? Will an eventud price chegpening by gpproximately 5
cents per |b. compensate any other detrimentd factors?

If and when exports of Egyptian cotton will be made ex-gin - after rehabilitation and
modernization of the ginning Industry - would, you consder a guarantee of main parameters
Micronaire and g/tex per HVI certificate as essentid?

Thefarfarra in Alexandria represented the last resort in eiminating to some extent foreign
matters from the cotton. Would you ing st that such dimination manualy or by new
technologica scanners be trandferred to the gins working for export?

As a contribution to the fight againgt infestation of cotton by foreign matters would you
request that the Egyptian Export Bae be clad in 100 pct cotton burlap instead of hessan?

Varietal deterioration, downgrading of quality.

The Egyptian cotton sector is evidently overloaded with too many varieties:

Giza 45, Giza87, Giza 76, Giza 70, Giza 77, Giza83 ELS

Giza86, Giza 75, Giza89, Giza 80, Giza83, Giza85LS

This dangeroudy overburdens Egypt's capacity of its cotton maintenance program, i.e.
control of genetic changes, inbreeding, varietd mixing.

Areyou in favor of areduction of the overall number of cotton varietiesin Egypt? Which
ones would you favor for continuity in future?

From your point of view what is the spinnability of those Egyptian cotton varieties you use at
your mill?

What fine counts do you produce with which specific varieties?
For blending with other EL'S cottons, which Egyptian varieties do you use?
Trading / Egyptian cotton pricing

Under the system that prevailed during decades, you where confronted with afixed price
for Egyptian cotton from the opening date through the season.

The privatization processisirrevocable and Egyptian cotton trade is heading for the free
market.

Do you accept in principle the idea of Egyptian prices being pegged to some internationa
system for EL S pricing, say with a discount for Giza 86 below US Pima Grade 3 1-3/8"
and apremium for Giza 70 over US Pima Grade 3 1-7/16"?
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5.4

5.5

6.1

6.2

Today, what discounts respectively premiums, would you consder asfair and conductive
to business?

You may personaly have an atogether different gpproach to this matter. What are your
uggestions?

Claimsand particular requirements

From past experience with Egyptian cotton running in your mill, you may have: - specific
cdamsand complaintsto formulate.. . ., or
- gpecific technica or other requirements or suggestionsto make. . .

Y our remarks interest us. We want to study the points you may raise in committee,
evauate their consegquences, try and find solutions and improve service to foreign buyers of
Egyptian cotton by al means and ways.

Please fed free to express yoursdlf in such respect. 'Y our suggestions will prove most helpful,
August, 1998
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ANNEX |11 FOREIGN SPINNERS RESPONDING TO SURVEY

D M C DallfusMeig & Cie., Mulhouse, France

Brennet AG Spinnerel, Bad Sackingen, Germany
Schodler Textil GmbH & Co. KG., Duren-Niederzier, Germany

Leggiuno, SpA., Leggiuno, Itay

Manifatturadi Legnano, Legnano, Itay
FilaturaMonti SpA., Montebe luna, Itay
Cotonificio Olcese-Veneziano SpA, Novara, Itay

Hermann Buehler AG, Winterthur-Sennhof, Switzerland
Spoerry & Co. AG, Baumwollspinnerel, Hums, Switzerland

Nisshinbo Industries Inc. Osaka, Japan

Japan Spinners Association, Osaka, Japan.
Responding collectivey for:
Kanebo Spinning Corporation, Osaka, Japan
Kurabo Industries Ltd., Osaka, Japan
Shikbo Ltd., Osaka, Japan
Sumitomo Corporation, Osaka, Japan
Toyobo Co. Ltd. Osaka, Japan

Dong Il Corporation, Seoul, Korea
Kyungbang Ltd. Seoul, Korea
Shindong Enterprises, Seoul, Korea

Coats Egypt, 10" of Ramadan, Egypt
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ANNEX 1V: GENERAL SUMMARY OF INTERVIEWSWITH
FOREIGN SPINNERSUSING EGYPTIAN COTTON
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ANNEX 1V: GENERAL SUMMARY OF INTERVIEWSWITH
FOREIGN SPINNERSUSING EGYPTIAN COTTON

This summary presents a brief overview of the answersto our querieslisted in our questionnaire to
19 mills using Egyptian cotton in various markets such as Japan, Korea, Germany, Switzerland,
Ity and some others. The study "Grading & Quadlity” just initiated, has not only much to
investigate within Egypt, but wanted as well to consult foreign users of Egyptian cotton, asafair
gopreciation of the views and suggestions of such traditiond clients.

Continents gpart and with large variaions in their spinning programs, how can these industries be
classfied? In order to attain avaid average, one sawing thread manufacturer and one hand
embroidery thread manufacturer were chosen. 1n Japan, fine spinners produce mostly 60's 80's and
100's or finer. It should be borne in mind that al main mills are licensed by Supima of America,
which may influence their gpproach to our questions. The 60's are the domain of US Pima, where
Egypt may have avdid hope to compete with its Giza86. The 80's are to alarge extent the
product of blending US Pimawith Egyptian Giza77 or Giza70. For 100'sit isthe exclusve
domain of Egyptian Giza 70, Giza 76, Giza 45, volume-wise much smdler than the other two
programs. Korea has acertain amilitude 60's fill spun from Giza 7 and Giza 86, 80'sfrom Giza 77
or Giza70. Heretoo licenang by the same organization is progressing, aswell asin a number of
other countries. Europeans mills are heavily biased for Ne60 for shirtings - the heavyweight of their
production - but dso in the Finest of the High counts, if one bears in mind the Swiss production.

These specifications are necessary in order to draft the attention on a number of mills reports
clearly stating that Egyptian cotton was given up 2 or 3 years ago, other mills shifted entirdy into
Pima cotton, others again having opted for purchases of yarn made out of Egyptian cotton are il
facing diff clams and losses due to contamination by foreign matters and fibers. This preiminary
introduction to state once more on the specific request of a number of participants That:

"THE QUALITY Of COTTON DOESNOT REFER ONLY TO COTTON
CHARACTERISTIC BUT INCLUDES ASWELL FREEDOM FROM CONTAMINATION
BY FOREIGN MATTERS AND FIBRES'

They requested this current study to give an appropriate priority and importance in promoting ways
and means of diminaing contamination & origin.

Any measures taken hitherto proved inadequate to diminate this problem. Claims have been played
down and shippers have rather talked themselves out of any case raised for consideration. Users of
Egyptian cotton have an open flank on the supply sde, while having to play the game according to
the rules and regulations of associations aoroad, for the sde of their yarn. Traditiond aswell as
potentia buyers need:

- Immediate action,
- The use of modern technology where random hand-picking hasfailed,
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1.0

11

12

1.3

14

2.0

21

2.3

3.0

- Elimination of bags and twine from field to gin, with eventua replacement by adapted
modulesto locd gins

Summary of Responses
Comparison of grading systems
The mgority of the respondents are againgt maintaining the current grading system.

The mgority arein favor of asmplified, numerica system: grade 1, 2, 3 etc... such as
the American Fima system.

The Egyptian system of contract saes on type seem to satisfy the mgority of buyers. Some
deliveries of uneven running grade of Giza 77 and Giza 75 have been met. Occasiondly
micronaire differences from 3.6-3.8 in Giza 86 were confronted with Mic 4.4 in a separate
delivery. Differencesin percentage of short fibers dso occur. There sometimes are big
differences between type samples and actua shipments. The same has been experienced
with some Giza 77 shipments. Spinners ask Egyptian exportersto prepare new type
samples each season. Staple lengths are not currently specified in types. 1t would be helpful
if the staple length was specified.

Some millswould be interested in cotton from firgt picking with an expectation of a

lower percentage of short fibers that would permit combing to be reduced from 18% down
to 14%. But market competition does not alow payment of higher premiums than those
now inforce. Also, they find it questionable, whether they can ever be sure to effectively
receive cotton from the first picking. In the frame of exports, athought should be given if
first pickings can be segregated for export lots. Due to lack of experience with 1% pickings,
spinners could not estimate a correct premium for such cotton.

Blending rooms/ farfarra

Most of the buyers are not aware or informed about the blending system used in
Alexandria, or that due to scarcity of labor mechanicd farfarra hasbeeninuse. Spinners
prefer that the blending method used be that system that reduces introduction of foreign
matter.

Some responded that they expect that mechanica farfarra would reduce contamination.

Forthcoming changesin farfarra

3.1-3.2 Assuming that space availability at ginsis redtricted, the opinion about smadler lots, say 75

bales a mog, isvery mixed. Some spinners would accept it as such, others are of the
opinion that smdler lots need additiond blending at the mill, wherefrom the entitlement of a
discount, said to be 5 US-cents per |b. (Economized on the hitherto standard 12 centg/Ib.
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3.3

34

FOB ex-Alexandrid). Some would like to see dricter grading.

Be it ex-Alexandriaor ex-gin for direct export, the apped in favor of HVI certificatesis
quite pronounced. Such astandard service, which is dready offered by the States and
Audrdia, if implemented in Egypt, would demand of course acertain period of time to be
fully introduced. Some would favor a guarantee of the main parameters. There are two
other advantages from the implementation of HV| classing: to have a better technica control
over the cotton produced in any specific area, depending from any given gin, and secondly
to check the competency of the seed-cotton classersin the interior.

One important remark: to those sophisticated mills producing the finest counts, HV1 isless
essentid than the AFIS system to have a constant control over the percentage of short
fibers bae by bae. Exact cdibration of such systems with an acknowledged association, at
prescribed, regular intervalsisa"MUST". Huctuating vaues are of no use to any one.

Thefarfarra in Alexandria as last resort towards diminating contamination of foreign
meatters & fibers by hand picking. There are two schools of thought among foreign mills.
Some fear that any additiona handling of the cotton starting from the field onwards, is only
lidble to increase the contamination of the cotton with foreign matters, rather than reduceit,
by an inadequate hand-picking process. Secondly, foreign buyers firmly believe that such
elimination is the duty of the producer, of the origin.

Therefore, assuming that a new trend has begun of transferring progressively blending and pressng

35

4.0

4.1

for export to gins, the Authority should compel such gins to make use of modern technology
and adapt scanners to effectively remove between 50% and 70% of extraneous matters.
Such an achievement could become a historical event and have an enormous influence on
sdes of Egyptian cotton to foreign buyers. Theimportant point isto reduce foreign
matter.

Regarding 100 percent cotton bale wrappers. Mogt are in favor of it, but as standard
prescription for export baes, without any premium. In their opinion, any contamination by
jute fibers a time of opening of baesis unimportant in comparison to the heavy infestation
a origin, garting from the fied at time of picking. A discount should be offered if jute bags
are used.

Varietal deterioration, downgrading of quality

Mog spinners are in favor of areduction of the number of varieties that were current until
1997/98. Some were more reserved with their answer, consder it for the Egyptian
authorities to decide on the matter, if and when their cotton maintenance program is
effectively overloaded. Most mills stated their preference as to which varieties should be
kept for the future. Depending on their spinning programs, the mgority were for Giza 70,
Giza77 and Giza 86, afew included Giza 45 and Giza 76, or some other LS varieties.
However, this has been said without keeping in mind the needs of the domestic mills, which
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4.2.1

4.3

4.4

5.0

5.1

5.2

5.3

have such an important say to this.

The spinnability of Egyptian cotton is consdered excellent. Its features. strength and
lustrous fiber, smooth running on the machines. Egyptian cotton should have good
spinnability with lower short fibers, high uniformity and lower nep counts. A peculiarity
rarely mentioned is that when a card runs on 100 percent Pima cotton, it has a shorter life
than if it were running on 100 pct Egyptian. The deterioration of the card fittingsisdueto a
dight twist found in Pima. To fit anew card, it costs USD 8,000 per card, not counting the
timeitlaysidle. Thisisagan afacet of the excdlent spinnability of Egyptian cotton ginned
on the good, old gins with reciprocating knives.

Counts produced vary from unit to unit or according to a number of programsin one and
the same mill, from Ne 40 to 140. All do not run exclusively on Egyptian cotton, but just to
give agenerd idea, to start with even Ne 40 can be improved in gppearance and strength
by adding some Giza 75 to the blend. Ne 50 to Ne 60 Giza 86 or Giza 75 (aslong as
available) or smilar, Ne 80 Pima, Giza 77, Giza 70, what is over Ne 80-100 should
demand Egyptian ELS, including Giza 76 and Giza 45. In a difficult market, for the sake of
competitiveness except for the highest counts mentioned, amill will closely look a Sudan
Barakat top grades, Israel Pima, US Pima and what haveyou... CISELS, Chinese 145.

Blending is done with many other EL'S cottons to reduce costs.
Trading/Pricing of Egyptian cotton

(Comment from Japanese Spinners Association)

" We cannot comment at this moment as to what premiunvdiscount ranges will be
reasonable for Egyptian cotton as compared with U.S. Pima cotton because it may change
according to fluctuations in the world market. However, it is one of the ways thet the
pricing of Egyptian cotton isto be made in relation to the prices of U.S. Pima cotton.”

No comments.

Prices for Egyptian cotton are a delicate subject. Most of those questioned admitted they
could live with prices just issued for the new crop 1998/99. Taken individualy, some
differencesin opinion may have occurred. On average, Giza 86 some 10 cents per |b.
below the price of US Pimaand Giza 70 some 5 cents per Lb. premium over the same.
Thisis sad under the proviso of what follows under 5.4 and 5.5

54&55

Taking into condderation the fact that privatization is being implemented in the Egyptian
cotton sector, most spinners wanted to make it clear that EQyptian prices may be loosdy
connected to those of US Pima. However, the end effect should be that only supply and
demand, as understood in a free market, should gpply in pegging prices for Egyptian cotton.
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6.0

6.1

Claimsand particular requirements

Contamination, contamination and again contamination. All measures taken over many
years, based on visua, hand picking of foreign matters in the cotton 'have led to a dead-end
and the problem was not aleviated by oneiota. Claimswere waived or disregarded over
the same lengthy period. With the re-introduction of the private sector, foreign buyers of
Egyptian cotton expect from the authority to admit the fallure of previous measures adopted
hitherto, and expect the dimination of contamination by modern technologica means, now
avalablein the markets. Ways and meansto do it can be discussed more in detall in "The
Study for Grading & Quadlity of Egyptian Cotton”. Spinners expect Egypt to solve the
problems of foreign matter and to prevent quaity deterioration.”
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ANNEX V: SYMBOLSUSED BY CATGO COTTON CLASSERS
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ANNEX V: SYMBOLSUSED BY CATGO COTTON CLASSERS

Seed cotton grade Lint cotton grade Symbol
FG-1/4 FG m
FG-1/8 ik
G/IFG FG-1/4 m
FG-3/8 il
G+ 14 GIFG X
G+3/8 X
G G+1/4 XX
G+1/8 XX
G-1/4 G XXX
G-1/8 @)
FGF/G G-1/4 O
FGF FGF/G 00
GF/FGF FGF (0]0)
GF GF/FGF 000
FFIGF GF 000
FF FFIGF 0000
FF S
FG= Fully Good

G/FG= Good Fully Good

G= Good

FGF =Fully Good Fair
FGF/G= Fully Good Fair to Good

GF/FGF= Good Fair to Fully Good Fair

FF/GF= Fully Fair to Good Fair

FF=Fully Fair
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ANNEX VI: CATGO FEES
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ANNEX VI: CATGO FEES

Feesfor CATGO Serviceson Cotton, Season 1998/99
1 Grading of seed cotton at the PBDAC sdesrings
athegn
a aprivate salesring
2) Grading of lint cotton + outturn 1.40
3) Incentives for graders
4) Marking of hydraulic bales
5) Marking steam press bales
6) Arbitration (indde Alexandria) 27.05
7) Arbitration (outsde Alexandria)
8) Apped (indde Alexandria)
9) Apped (outsde Alexandria)
10)  Super apped
11)  Trangportation of samplesingde Alexandria

12)  Trangportation of samples outsde Alexandria 245
13)  Feesof standard types experts 0.10
14)  Feesof lig experts

15)  Feesfor CATGO arhitration certificate 3.25
16)  Humidity testing (ingde Alexandria)

17)  Humidity tegting (outsde Alexandria) 22.20

18)  Humidity testing for export
19)  Trangportation of samplesingde Alexandria

20)  Transportation of samples outside Alexandria 245
21)  Supervidon of weighing (steam press baes)

22)  Drawing of steam press bae samples 8.00
23)  Drawing of additiond samplesin Alexandria 20.80

24)  Drawing of additional samples outsde Alexandria

25)  Spinning & HVI test

26) Internd grading wagetraining 0.05
27)  Chargeson scarto

28)  Surveyor fees

090 LEKentar
1.70 LE/Kentar
340 LE/Kentar
LE/Kentar
0.05 LEKentar
135 LEBde
1.35 LEBde
LE/Lot
27.05 LE/Lot
36.55 LE/Lot
36.53 LE/Lot
87.35 LE/Loat
1.70 LEMbunde
LE/bundle
LE/Bde
1.70 LE/Lot
LE/Lot/Certificate
22.20 LE/Sample
LE/Sample
23.85 LE/Sample
1.70 LE/Sample
LE/Sample
11.15 LE/Sample
LE/Sample
LE/Sample
27.05 LE/Sample
8.00 LE/Sample
LE/Lint kentar

0.45 LE/Scarto kentar

79.45 LE/incident

29)  Pricing of sdvage cotton 170 LE/Kentar
30) Determining the variety 245 LE/Kentar

31 Ovetime 8.00 LE/MHour
32)  Seed cotton ginned for seeds 0.10 LE/Ardeb

33) Expensesfor errands (statute)

34)  Storing of samples

Notes :

* Average bale weight = 7 kentars.

* Average number of baesin lot = 20 bales.
* Sample = 10% of every lot.
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* One bundle represents one lot.
One ardeb of cotton seed = 120 kg.

ANNEX VII: GRADING SYSTEMSFOR EXTRA LONG STAPLE COTTON
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ANNEX VII: GRADING SYSTEMSFOR EXTRA LONG STAPLE COTTON

INTRODUCTION
GRADE & QUALITY

In order to set the price of any given lot of cotton, the cotton must be graded. Grading cotton is the
art of assessing the quality under the following aspects.

Grade:
Refersto color, cleanlinessand style: i.e, visble factors. The color may be bright white, dead white,
spotted or gray. "Bloom™ is especialy present in ELS cotton.

Cleanliness:

Refersto the amount of leaf (trash) in the cotton. The quantity of leaf may be large or smdl and
peppery. Preparation is near perfect when the surface of the sampleissmooth. Ginning is
respongble for the presence of knots and tangled fibers, which makeit difficult to dye.

Staple:
Concerning the length of fibers, i.e,, 1-7/ 16" or 1-3/ 8", for Pima, 35 mm- for Egyptian.

Pulling the staple will reved the character of the cotton, including the degree of slkiness of the fiber,
its fineness or coarseness, strength or weekness, even running in length, or irregular and wasty.

Fine spinners must regularly invest heavily in new, high-speed machinery. The necessity gradualy
arose to complete the manua classng by mechanicd testing, mainly with the HVI system, which
produces test results of the main parameters. Fine cotton processing aso requires test results for the
AFIS fiber test system to determine the content of short fibers and neps.

What does quality mean to your client spinners,

. Quadlity means a cotton free of contamination by foreign matter. Spinners consder that
elimination of contamination should be done at the origin.

. Even running lots that made the reputation of Egypt. Shipment to correspond in grade and

saple to sdetype, with ancillary parameter values. HV - to be promoted on the export
front.
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US Pima
Grading & Quality
Description of types

Type Designation Staple Range
San Joaquin Valley Grade 1-3/8"-1-7/16
01
02
03
04
05
06
Type Designation Staple Range
Desert South Grade 1-3/8"-1-7/16
01
02
03
04
05

06
Micronare Discount
2.6 or lower - 2300
27-29 - 1800
3.0-3.2 - 1350
3.3-34 - 500
Bass 35-45

Fiber characteristics

1-3/8" and 1-7/16"
Average Micronaire 3.5 - 4.5
Breaking strength 105,000 PS|

Micronaire
basis3.5-45

Micronaire
basis3.5-45

Growing areas San Joaquin Valley, mostly for export. Desert Southwest: Arizona, New

Mexico, Texas

Seed cottonisnot graded inthe U.S. Ginstry to gin only one specific farmer's cotton at atime.
Farmers will have cotton ginned field by field, and module by module so the grade within the seed
cotton ginned redlly is quite homogeneous. Farmers do not have cotton Stting for inordinate periods
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of timein modules. Generally there are 2 samples drawn, one goesto the USDA and the other
goes with the bae to the find buyer.

The US dasses virtudly every baein the US with exception of the Boswell famers. Cdifornia
cotton is classed in Visdia Arizona cotton is classed in Phoenix. Each bdeisHVI tested. Bdes
are directly loaded on flat bed trucks and moved either to an interior warehouse, or to a port
warehouse. Damage is seldom seen in US Pima.

ISRAEL Pima

Grading & Quality
Description of types

Designation Staple Range

H1 1-7/16"

H2 1-3/8"

M1 1-7/16"

M 2 1-3/8"

L1 1-3/8" - 1-7/16"

Fiber characteristics

1-3/8" (34,5mm) 1-7/16" (36,0 mm)
Average Micronaire 3.8 (3.5- 4.1)
Breaking strength PSI 100,000 minimum

Growing areas Upper Gdlileg, Jordan Valey, Gilboa plains

Classing units Israel congders the modules as classing units. They combine HVI with
manud cdassing. The manua classing serves the purpose of giving additiond
information about factors not tested by HVI, such as the nature of foreign
matters, and the effect of ginning on fibers,

Modules- asunits  Themoduleisaginning unit in which dl baes are smilar. A module of seed
cotton weighs about 8,000 KG from which they gin 12 uniform lint cotton
bales.

A moduleisbuilt in the fidd in horizontd layers and fed into the ginin vertica layersto ensure the
homogenaity of the 12 bales.

Israel Pima cotton is often spun into sewing thread, in the counts Ne 40/1 or Ne 60/3 with a
breaking strength of 19 - 20 RKM, or it is blended with polyester.
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Seed cotton is not graded.
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Central AsaCIS
Grading and Quality

Description of types

Russian Designation Turkmenic Designation
01 Pervyi Birinchi

02 Vtoroyi Ikkinchi

03 Tretyi Uchin

04 Chetvertyi Turtin

05 Fayi Besinch

In addition, as other countries may have a subdivision into 1/4 or 1/8" of grade, CIS countries have
asubdivison of five fractions of agrade namely:

Fractions of a grade:

OLIY denoting afull grade
YAKSHI grade plus

URTA plain grade

OoDDIlY dightly shy

IFLOS bardly type

These sub-grades apply to dl grades 01, 02, 03 etc... The staple of CIS EL S cotton decreasesin
length as the grade goes down the scae.

A Pervyi can staple 38/ 40 mm, a Vtoroyi 36 / 38mm a Tretyi 34 / 36 mm €tc.
Micronaire is between 3.3 and 4.1

Growing areas. Uzbekistan, Tadjikistan, Turkmenistan
Ginning

After defoliation, the cotton is harvested by mechanica harvesters using a suction system. Seed
cotton is dark brown, full of leaf, earth, sand and must be cleaned by a series of cleaning units, up to
7. Thereault is a cotton with a pronounced twigt in itsfibers. Generdly, experienced mills
concentrate only on of Pervyi 38 / 40 mm and have to implement a number of measuresto avoid
cutting the fiber, by reducing appreciably the speed of the cards, for one. Generdly Japanese and
European buyers abstain from going any lower than Pervyi. This cotton may have had the interest
of millswhen sold at alarge discount, to lower price-wise the average blend at the mill.
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Egypt
Grading and Quiality

Description of types:

FG Fully Good

FG-1/8 Fully Good minus1/8
FG-1/4 Fully Good minus1/4
FG-3/8 Fully Good minus3/ 8
G/FG Good to Fully Good
Good +3/8 Good +3/8
G+1/4 Good+1/4

This same grading system gppliesto dl varigties Giza 45, Giza 87 Giza 76, Giza 70, Giza 77, Giza
86, Giza 89, Giza 75, Giza 85, Giza 80 and Giza 83. All governoratesin the Nile valey and Ddlta
produce cotton except for the two most southern governoratesin Upper Egypt. ELS varieties are

planted exclusively in the Ddlta

CATGO hasthe duty to grade the seed cotton that is delivered at the ringsin the interior, so that
famerscanbepaid. CATGO dso gradesthe lint cotton after ginning, samples of which are dso
passed through the HVI unit at Smouha

Egyptian cotton being hand picked, is also contaminated by foreign matter. A first contamination
happensin thefidd at time of picking, a second from farm to ring to gin, athird oneis unavoidable
a the gin itsdlf. Since every handling of the cotton isliable to add to its contamination, blending &
Alexandriamay dso contribute to this cdamity. Optical scanners can, to alarge extent, remedy this
gtuation, but none have been implemented yet. To rely on hand picking of foreign maiter isan
unreliable method that has not and cannot give any acceptable results.

The ginning system is dow and costly, but preserves dl the spinnability of Egyptian cotton, with its
reciprocating knives and legther clad roller. Testing of dl lots produced in Egypt, which may not
exceed 40,000 lots, on the HVI system should be encouraged. The two units available are more
than a maich for the volume of the crop. The data thus obtained, from gin to gin, from areato area,
should serve the purpose of checking the quditative outturn, as well asthe competency of CATGO
classersin every gin.

Also, export lots should be HV tested as a sarvice to the dlient, even if it isonly on an informative
base and not entered formdly into the contract. Taking into account the large number of Egyptian
cotton varieties, | would refer to the CATGO technical sheet which gives the parameters of each

sngle vaiety.
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The Sudan
Grading and Quality
Description of types Sudan Barakat

GB
138"+ XG2B
G2B
XG3B
G3B
1-5/16 XG4B
G4B
XG5B
G5B
1-1/4" XG6B
G6B
CG6B
1-3/16" DG6B

The grades of Sudan Barakat cotton have the peculiarity of having a shorter staple as one goes
down the grade scdle. Grades GB, XG2B and G2B are often blended with Egyptian ELS. Grades
XG3B and3B are blended with Egyptian LS varieties. This blending exercise lowers the average
yarn cost Snce Sudan Barakat dways sdlls a a discount.

Fiber characteristics

Staple Length 2.5 % 31.5-34.5mm
Micronaire 34-41
Bundle strength g/tex 26- 30

The main problem in the Sudan isin the stickiness of the cotton caused by the Aphis and White Hy
(Honeydew).

Growing areas. mogdly in the Gezira between the White and Blue Nile, the Managil extenson, the
private schemes on the White Nile and sporadicdly in theinland Tokar Delta

Production of ELS Barakat used to reach one million baes, but stickiness destroys the vaue of its
cotton, and production has thus declined by more than 50 percent..

Gimning is carried out on roller, reciprocating knife gins, asin Egypt, therefore it can be deduced
that the pinnability of Sudan Barakat isfully preserved if honeydew is excluded. The whole crop is
handpicked and contamination by polypropyleneisits worse problem. This contamination takes
placein the fidd at time of picking.
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Peru
Grading and Quality

Description of grades

Seed cotton Lint cotton
Peruvian pima Superior Grade one
Medio Grade one and a quarter
Inferior Grade one and haf
Grade one and three quarters
Description of staple
Peruvian pima 1-5/8"
1-9/16"
1-1/2"

All Peruvian pimais picked by hand. Farmers have smal land holdings of afew hectares and they
pick their own cotton and storeit, usudly in their homes. Seed cotton is separated and classed at
the gins using the 3 main grades listed above. Once the cotton is ginned, asample is cut and cotton
is classed promptly. The baeistypicdly stored under a warehouse roof at the gin. Cottonis classed
by an employee of the gin, and not by any government classer. There are no HVI tests carried out
on Peruvian Pima

Many baes are sored in the open sncerainfdl is dmost non-existent during the harvest period in
Northern Peru. Ginning is carried out on roller gins, which fully preserve the spinnability of Peruvian
RAma

Asthis cotton is hand picked it dso has a history of contamination by foreign matter, which isfar
from desirable to the foreign mills and complicatesiits use abroad.
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India
Grading and Quiality

Description of types

Designation Staple Range Micronaire
Grade
Swvin Superfine 36 —38 mm 2.7-3.0

G. Barbadense Fine

Fully Good

DCH-32 Superfine 33 -37 mm

Hirsutum x barbadense Fine

Fully Good

Fiber characteristics

Suvin 36 — 38 mm
Micronaire 2.7 - 3.0
Spinning potential Ne 100 — Ne 120
DCH-32 33 -37 mm
Spinning potential Ne 60 — Ne 90

Growing areas.

Suvin Tamil Nadu, Andhra Pradesh
DCH 32 Karnataka, Andhra Pradesh, Tamil Nadu, Gujarat

Mog of these cottons are consumed by Indian domestic mills. Occasiondly asmdl lot of Suvin

finds its way to Japan where it is blended with Egyptian Giza 45. In most years Indiais a net
importer of some Egyptian cotton.
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For those countries that do not supply grade standards, the Liverpool Cotton Association(LCA)
will assgt their membersin grading if there is a sufficient volume of cotton.

THE LCA HAS OFFICIAL STANDARDS FOR THE FOLLOWING ELS ORIGINS.
AMERICAN PIMA GRADES 1,2,3,4,5,6
INDIAN DCH - 32 SUPERFINE FINE FULLY GOOD

PERUVIAN PIMA
BLANCO EXTRA, 1, 114 112, 13/4

SUDAN BARAKAT GB G2B G3B G4B GbB G6B CG6B
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